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Confequences  of  impofng  the  Price  of  Coinage^  and  the  Duty  of 
Seignorage  upon  the  Coin  of  a Nation.^  fo  far  as  toey  afeSi  the 
Price  of  Bullion^  and  that  of  all  other  Commodities. 

/"T^  HE  political  oeconomy  of  modern  ftates  is  fo  involved  v/ith 
J-  the  interefts  of  commerce,  that  it  is  neceflary  at  every  ftep 
we  make,  to  keep  in  our  eye  the  combinations  which  arife  from 
that  quarter. 

Whatever  tends  to  limplify  an  intricate  theory,  greatly  affifts  the 
mind  : dividing  this  book  into  two  parts,  feems,  as  it  were,  dividing 
the  burden  it  has  to  carry : the  principles  already  deduced  may  there 
ripen  by  a fhort  paufe,  and  the  analogy  of  the  matter  wdiich  is  to 
follow  in  the  fecond  part,  where  new  combinations  are  taken  in, 
will  recall  them  to  the  mind  and  fix  them  in  the  memory. 

VOL.  IL  B 
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I am  now  to  examine  one  of  tlie  tiiceft  piinciples  in  the  whole 
doctrine  of  money,  to  w^it,  the  effects  of  impoling  the  price  of  coin- 
age, and  the  duty  of  feignorage  upon  coin. 

When  this  quefdon  is  confidered  in  relation  to  all  the  combina- 
tions which  arife,  i.  from  the  nature  of  coin  confidered  as  a metal, 
and  at  the  fame  time  as  a money  of  accompt ; 2.  from  the  influence 
this  duty  has  upon  the  price  of  commodities  ; and  3.  from  the  im- 
pofition  of  affecting,  direSfly,  the  nation  which  lays  it  on,  and  all 
other  nations  trading  with  it  occaftonally : when  all  thefe  com- 
binations are  taken  together,  I fay  nothing  will  be  found  more  dif- 
ficult than  to  reduce  this  queftion  to  a diftina  theory- 

What  I have  to  fay  upon  it  has  found  a place  in  this  inquiry,  ra- 
ther with  a view  to  fuggeR  ideas  to  men  of  a better  capacity,  than 
from  the  hopes  of  fatisfying  my  readers  in  nvery  particular. 

I have  faid,  that  gold  and  fdver  are  commodities  merely  like 
every  other  thing.  I have  fhewn  the  utter  irapoffibility  of  their 
being  a fcale,  or  an  invariable  meafure  of  value.  I have  obferved 
that  their  being  made  into  coin  ( among  trading  nations)  has  not  the 
effeff  of  rendring  them  lefs  a,  commodity  than  they  were  be- 
fore, except  fo  far,  as  by  that  operation  every  piece,  inRead  of 
being  valued  by  its  own  weight,  comes  to  be  in  the  mean  proportion 
of  all  the  pieces  which  compofe  the  currency : and  I have  fhewn 
how  the  operations  of  trade  are  capable  to  fift  out  and  eftablifh  this 
mean  proportion,  in  fpite  of  very  great  irregularities.  Thefe  are 
the  principles  laid  down  in  the  RrR  part,  which  v/e  muR  keep  in 
our  eye  while  we  examine  the  qiieRion. 

Since  void  and  filver,  then,  are  commodities  like  every  other 
thing,  the  invariable  fcale  of  value  muR  meafure  them  as  well  as 
every  other  commodity,  and  money  of  accompt  muR  be  confidered 
in  no  other  light,  than  as  a fcale  for  expreffmg  the  proportional 
value  of  grains  of  metals,  yards  of  Ruffs,  pounds  of  wares,  bufliels 
of  grain,  or  gallons  of  liquors.  In  this  view,  when  we  mention  a 
hundred  pounds,  it  is  juR  as  proper  to  confider  this  value  relatively  to 
the  meafure  of  any  merchandize,  as  to  the  metalic  meafure  of  the 

coin. 
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Every  merchandize,  ■'.vhen  caniidered  by  itfclf,  £hould  be 


meafured  by  its  own  meafare,  gold  by  grains,  liquors  by  gallons, 
wheat  by  bufhels,  &c.  The  denominations  of  pounds,  Ihillings, 
and  pence,  are  only  necelTary  for  reducing  all  other  forts  of  weights 
and  meafures  to  an  equation  of  value.  This  is  what  is  underilood 
by  the  univerfal  fcale  of  proportional  value.  I think  this  idea  is 
fufficiently  clear. 

Let  us  now  fuppofe  a countiy  where  the  invention  of  com  is  not  The  firft  ia- 
known,  and  where  a yard  of  cloth  of  a certain  quality,  is  com-J°^Q;Jgg 
monly  fold  for  i oo  grains  of  either  filver  or  gold,  no  matter  which, 

The  flate  falls  upon  the  invention  of  coining,  the  conveniency  of 
which  every  body  underllands.  This  coinage,  I fuppofe,  cofts 
2 per  cent.  Coin  is  introduced,  and  commodities  are  ordered  to  be 
bought  with  it.  I afk,  what  effedt  ought  this  revolution  to  pro- 
duce upon  the  price  of  the  cloth,  according  to  ilridl  theory,  and  with- 
out taking  in  any  other  combination  of  circumflances  ? I anfwer, 
that  the  cloth  ought  in  reafon  to  fall  2 per  cent,  that  is,  that  the 
price  of  a yard  ought  to  be  a coin  of  98  grains.  Here  is  the  reafon : 

He  who  formerly  had  the  100  grains,  had  the  value  of  the  yard  of 
cloth,  and  could  change  the  one  for  the  other  when  he  would. 

Now  he  has  the  100  grains,  but  he  mull  give  two  grains  to  have  it 
coined,  before  he  can  buy  ; becaufe  after  this  invention  people  wiU 
not  trud  to  the  weighing  of  private  people,  nor  to  the  purity  of  the 
metals ; but  they  will  believe,  upon  the  authority  of  the  damp, 
that  in  every  piece  a certain  number  of  grains  of  the  fine  metal  is 
contained.  He,  therefore,  \vho  has  a coin  of  98  grains,  comes  to 
the  merchant,  and  offers  him  his  coin  for  his  yard  of  cloth ; the 
merchant  demands  a coin  of  1 00  grains,  fays  the  other,  thefe  98 
grains  which  I give  you  in  coin,  colt  me  two  grains  to  have  their 
weight  and  finenefs  afeertained  ; and  if  you  reftife  to  repay  me  for 
what  I have  paid  for  this  inaniifadlure  which  I offer  you  for  your 
cloth,  I may  with  equal  reafon  refufe  to  pay  you  for  what  you  paid 
for  weaving  your  v/ool  into  cloth.  Now  fince  I,  in  buying  your 
cloth,  mult  pay  the  v/eaver,  fo  you,  in  buying  my  piece,  mull  pay 
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the  mint.  The  merchant,  convinced  by  this  reafoning,-  takes  the 
piece,  and  as  it  circulates  from  hand  to  hand,  ever^^  commodity 
given  in  exchange  for  it,  muft  fall  2 fer  cent,  relatively  to  the 
grains  of  metal  it  was  worth  before. 

j if  hy  the  lavrs  and  cuftoms  of  a country,  coin  is  abfo- 
exciufive  ^ lutely  iieceflary  for  buying  and  felling,  this  coin  mull  be  had  ; and 
Snap!  one  perfon  who  can  make  it,  the  price  he  thinks  fit 

to  oemand  for  it  is  tne  only  meafure  of  the  value  of  fabrication. 
The  grains  of  the  metals,  therefore,  in  the  coin,  muft  rife  in  their 
pioportional  value  to  yards  of  cloth,  and  to  gallons  of  liquor,  in 
proportion  to  the  coft  of  coinage,  as  the  pounds  of  wool  and  filk 
muft  rife  in  their  value  in  proportion  to  their  manufaflure.. 

From  this  it  follows,  that  fince  the  value  of  coin  muft  rife  in  pro- 
portion to  every  commodity,  it  muft  alfo  rife  with  refpefb  to  the 
metals  it  is  made  of,  juft  as  wool  manufaflured  rifes  with  refpecb 
to  wool  which  is  not  manufaclured. 

Now  let  us  fuppofe  that  a Prince  finding  that  he  has  the  exclufive 
privilege  of  making  coin,  fliall  raife  his  price  of  coinage  to  8 -per 
cent,  what  will  the  confequence  be  ? 

The  firft  confequence  of  this  will  be  to  deftroy,  or  at  leaft  to  per- 
plex the  ideas  of  his  fubjefls  with  regard  to  coin,  and  to  make  them 
believe,  that  it  is  the  ftamp,  and  not  the  metal  which  conftitutes 
the  value  of  it. 

The  next  confequence  will  be,  to  reduce  the  price  of  the  yard  of 
cloth,  which  was  worth  100  grains  of  metal  before  the  invention 
of  coinage,  from  98,  where  it  flood,  to  92.  Now  let  us  fuppofe  that 
this  country,  which  we  fliall  call  (F),  is  in  the  neighbourhood  of 
another  which  we  fhali  call  (E),  where  there  is  both  cloth  of  the 
fame  quality,  and  coin  of  the  fame  weight  and  finenefs,  which 
cofts  nothing  for  the  coinage.  In  the  country  (E),  ceteris  paribus, 
the  yard  of  cloth  muft  be  fold  for  100  grains,  as  it  fold  formerly  in 
the  country  (F)  before  the  coinage  was  impofed.  If  the  country 
(F)  wants  the  cloth  of  the  country  (E),  the  cloth  they  demand  muft 
coft  (F)  100  grains  the  yard.  If  the  country  (E)  wants,  the  cloth 
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of  tlie  country  (F}?  tliis  cloth,  will  alfo  coft  loo  grains ; bccaufe  to 
procure  a coin  of  92  grains  of  the  country  (F),  (E)  mull  pay  8 grains 
for  the  coinage,  which  raifes  the  price  of  the  cloth  to  1 00  grains. 

Let  us  now  fuppofe,  that  for  a certain  time  the  country  (F)  ^as  Ajmngba- 
abiolute  occaiion  for  the  cloth  of  the  country  (E).  The  merchantb  trade  pifes^ 
of  (F)  who  carry  on  this  trade,  muft  fend  bullion  to  (E)  to  pay  for 
this  cloth.  But  the  merchants  of  the  country  (F)  who  deal  in 
lion,  perceiving  the  ufefulnefs  of  it  for  ttiis  trade,  will  then  laife 
the  price  of  the  1 00  grains  of  it  above  the  92  grains  in  coin  (the 
common  market  price  of  bullion  before  this  trade  was  known)  and. 
according  to  the  defnand  made  for  the  foreign  cloth,  the  bul- 
lion will  rife  in  the  country  (F),  until  100  grains  of  it  become- 
exaaiy  worth  100  grains  in  coin.  The  bullion  can  never  rife 
higher ; becaufe  at  that  period,  the  coin  itfelf  will  be  exported  for 
bullion  and  the  country  of  (E)  will  accept  of  1 00  grains  in  their 
coin  as  willingly  as  in  any  other  form.  Nor  will  it  ever  fall  lower 
than  92  grains  ; becaufe  the  mint  in  the  country  (F)  is  always  ready 
to  give  that  price  for  all  the  bullion  which  is  brought  to  be  coinedv 

Here  then  is  a cafe,  where  the  coin  is  made  to  lofe  all  its  ad- 
vanced price  as  a manufaffure,  and  this  is  owing  entirely  to  itS' 
being  a metal  as  well  as  a money  of  accompt. 

Now  as  the  coin  has  loft  this  additional  value,  by  a*  circumftance 
-purely  relative  to  itfelf  as  a metal,  there  is  no  reafon.  why  other  mer- 
chandize fhould  fink  in  value  along  with  it. 

The  confequence,  therefore,  of  this  revolution  ought  to  be,  that  and  ougKr 
as  the  merchandize,  hulhon,  has  got  up  8 per  cent,  with  regard  to  the  portionaiiy 
coin,  and  as  the  price  of  all  merchandize  ought  to  be  in  proportion 
to  the  grains  of  bullion  to  which  that  price  amounts,  the  revolution  dUies,. 
having  annihilated  the  8 per  cent,  advance  upon  the  coin,  ought  to 
have  the  fame  effecT  with  refpect  to  prices  as  if  coinage  were  giveh 
gratis,  as  in  the  country  of  (E)  ; that  is,  the  yard  of  cloth  ought  at: 
this  time  to  coft,  in  the  country  of  (F),  100  grains,  either  of  coin  or' 
bullion,  fince  they  are  of  the  fame  value, 

Farthetj, 
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Farther,  in  proportion  as  this  demand  for  bullion  comes  tcrdimi- 
nilh,  that  is  to  fay,  in  proportion  as  the  balance  of  trade  becomes 
lefs  unfavourable' to  the  country  of  (F),  in  the  fame  proportion  will 
coin  rife  in  its  price,  when  compared  with  bullion  f and  when  the 
country  of  (E),  in  its  turn,  comes  to  have  occafion  for  the  country 
of  (F),  then  (E)  mull  pay  as  formerly  for  a yard  of  cloth  92  grams 
in  bullion,  and  the  remaining  8 grains  to  have  it  coined  ; in  which 
cafe,  the  yard  of  cloth  will  fall  to  the  old  price  of  92  grains  in  com, 
and  will  Hand  at  100  grains  in  bullion  as  before. 

Did  the  price  of  a manufaclure  rife  and  fall  as  has  been  here  re- 
prefented  it  is  plain  that  thefe  variations  would  be  conllantly  de- 
termined by  the  proportion  of  the  grains  of  the  metals  it  colls  to 
acquire  the  coin  which  is  the  price  of  the  manufaaure. 

We  have  feen  that  upon  the  inftitution  of  coinage  and  feigniorage, 
the  yard  of  cloth  fell  to  92  grains  ; becaufe  then  it  was  impoffible 
to  procure  coin  at  a lefs  price  than  8 per  cent,  but  when  the  balance 
of  trade  had  funk  the  coin  to  the  value  of  bullion,  then  the  92  grams 
of  the  c.ir.  being  to  be  purchafed  with  92  grains  of  bullion,  it  was 
reafonable  that  the  cloth  fliould  rife  to  its  former  price ; became 
then  no  body  could  fay  that  the  coin  of  92  grains  had  cofl  100  to 


procure  it.  . 

But  this  theory  does  not  hold  in  practice,  nor  can  it  poffibly  hold, 

as  long  as  the  greateil  part  of  a people  are  ignorant  of,  and  even 
do  not  feel  the  revolutions  we  have  been  here  defcribing. 
tow  traders  The  price  of  bullion  is  entirely  regulated  by  merchants,  who  have 
.bftnia  the  whole  correfpondence  in  their  hands.  It  rifes  and  falls  m 
countries  where  coinage  is  impofed,  in  proportion  to  the  ftate  of 
Seta’  the  balance  of  trade  at  the  time.  The  fmalleft  iVe  or  fall  m the 
jaiance  of  for  bullion  in  the  market,  is  immediately  marked  by  the 

"ehS:  price  of  it,  and  that  ought  (by  the  principles  we  have  been  laying 
down)  to  regulate  the  rife  and  fall  of  every  commodity.  But  this 
is  by  no  means  the  cafe.  Comm.odities  rife  and  fall  only  after  a 
certain  time ; and  of  this  interval  merchants  will  conftantly  profit. 
Poes  the  price  of  bullion  rife,  they  immediately  fell  to  ftrangers  as 
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if  all  prices  were  immediately  rifen ; but  with  regard  to  manufac- 
tures, they  hide  the  revolution  with  great  care,  and  preferve  prices 
from  riling,  until  the  competition  among  themfelves  difcovers  the 
fecret.  Does  the  price  of  bullion  fail,  they  do  all  they  can  to  keep 
up  the  prices  of  every  commodity  which  they  fell  to  ilrangers, 
until  the  competition  among  themfelves  obliges  them  to  bring  them 
down  ; and  with  regard  to  manufactures,  they  are  all  in  one  intereft 
to  reduce  the  prices  in  proportion  to  the  fall  of  the  bullion,  which 

works  its  effects  by  flow  degrees. 

Thefe  are  the  operations  of  traders,  in  times  when  there,  is  a 

jiu^uation  in  the  balance  of  the  trade  of  a country ; that  is  to  fay,  balance  of 
in  times  when  the  balance  is  fometimes  favourable  and  fometimes  taches  prices 

to  the  deno- 

nOt.  mi  nations  of 

At  fuch  times  the  true  influence  which  trade  ought  to  have  upon  coin. 

prices  is  never  exaffly  known,  but  to  the  merchants,  who  feldom 
fail  to  profit  of  their  knowledge,  in  place  of  communicating  it  for 
the  benefit  of  the  fociety.  But  that  is  not  the  cafe  when  the  balance 
of  trade  is  quite  overturned,  that  is,  when  it  remains  foi  a long  time 
againft  a nation,  without  any  favourable  vibration  ; as  w e fhad 
prefently  explain. 

We  have  feen  how,  by  the  changes  in  the  balance  of  trade,  the 
price  of  bullion  is  made  fufceptible  of  a variation  in  its  value,  equal 
to  the  price  of  coinage ; and  w^e  have  pointed  out  the  principle  ' 
which  confines  the  variation  within  certain  limits;  to  wit,  the  va- 
lue of  the  coin  as  a metal,  which  prevents  bullion  from  rifing 
higher ; and  the  mint  price,  which  preferves  it  from  falling  lower. 

We  have  obferved  how  merchants  may  profit  of  fuch  variations, 
and  how  they  obftruct:  the  operation  of  principles  upon  the  rife  and 
fall  of  prices.  We  now  proceed  to  another  chain  of  caufes,  which 
tend  greatly  to  deftroy  the  due  proportion  of  value  between  coin- 
and  merchandize.  This  with  juftice  may  be  put  alfo  to  the  account 
of  the  imperfecffion  of  the  metals  in  performing  tne  tuncfions  of 
money  of  accompt. 


Univerfal 
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Univerfal  experience  fliews  that  the  prices  of  merchandize  are  fo 
attached  to  the  denominations  of  coin,  that  they  do  not  fluctuate  as 
principles  point  out,  any  more  than  projectiles  deferibe  parabolas, 
or  that  machines  operate  the  effedts,  which  by  calculation  they 
ought  to  do.  The  refiftance  of  the  air  in  one  cafe,  the  friction  of 
the  parts  in  the  other,  tend  to  render  theory  incorredt.  juft  fo  here 
our  theory  reprefents  prices  as  rifing  and  finking  in  the  moft  har- 
monious proportion  together  with  the  metals  ; but  in  practice  it  is 
not  fo.  They  have  their  frictions  and  political  refiftances,  which 
only  render  the  theory  delufive  when  every  circnmftance  is  not 
combined.  A good  gunner  muft  calculate  the  refiftance  of  the  air 
upon  his  bomb,  or  he  never  will  hit  the  mark. 

We  have  already  fhewn  how  the  interefts  of  mercantile  people 
tend  to  obftruct  the  due  fliidtuation  of  prices ; we  muft  now  rake  in 
other  combinations. 


How  profits 
coafolidate 
into  prime 

wQ. 


Although  this  be  not  a proper  place  to  refume  a difcuflion  of  the 
particular  theory  of  the  rife  and  fall  of  prices,  yet  ftill  fomething 
muft  be  faid  upon  that  fubjedt,  in  order  to  bring  the  queftion  we 
are  upon  to  fome  fort  of  folution. 

Firft  then,  it  will  be  agreed  that  it  is  far  eafier  to  make  a price 
rife,  than  to  make  it  fall.  I believe  I might  take  this  for  granted, 
without  giving  the  reafbn  for  it.  At  all  times,  a price  which  has 
long  flood.  low,  may  be  made  to  rife  ; but  it  is  next  to  impoflible  to 
make  a price  which  has  long  flood  high,  to  fall  in  the  fame  man- 
ner-. Here  is  the  reafon : Let  me  fuppofe  the  yard  of  an  extenfive 
manufadture  which  occupies  a number  of  hands,  to  be  worth  i oo 
grains.  The  workmen  here  live  nearly  at  the  fame  expence,  and  I 
fuppofe  them  to  live  upon  the  profits  of  their  work,  when  they  fell 
at  I oo  grains  a yard.  The  price  rifes  to  120  ; here  is  an  additional  pro- 
fit of  20  grains.  If  a hidden  turn  Ihould  diminifli  the  demand  which 
raifed  the  price  of  the  merchandize,  it  will  fall  to  the  old  rate  with- 
out much  difficulty ; the  workmen  will  confider  the  20  grains  ad- 
dition as  a precarious  profit  upon  which  they  cannot  reckon ; but 
let  the  price  of  120  grains  remain  uniformly  for  fome  years,  the 

20  grains 
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20  grains  will  ceafe  to  be  precarious  profits  ; they  will  confolidate, 
as  we  have  called  it,  into  the  value  of  the  merchandize ; becaufe 
the  workmen,  by  having  long  enjoyed  them,  will  have  bettered 
their  way  of  living ; and  as  they  are  many,  and  live  uniformly, 
any  thing  which  obliges  them  to  retrench  a part  of  their  habitual 
expence,  is  fuppofed  to  deprive  them  of  necellaries. 

This  is  fufficient,  as  a hint,  upon  a fubjedt  which  branches  out  and  are  pre» 
into  an  infinity  of  different'  relations,  not  at  all  to  the  prefent  pur-  gj-tides  of 
pofe.  But  it  is  very  much  to  the  purpofe  to  fhew  how  the  impo- 
fition  of  coinage  muft,  on  many  occafions,  have  the  effedt  of  at- 
taching the  price  of  commodities  to  the  denominations  of  the  coin, 
inflead  of  preferving  them  attached  to  the  grains  of  the  metals 
which  compofe  them,  as  in  theory  they  ought  to  be. 

' -When  wars,  e.  g.  occafion  a wrong  balance  to  continue  for  many 
years  againft  a nation,  this  keeps  coin  at  par  with  bullion  for  a 
long  time.  Is  it  not  very  natural,  that  during  that  time  manufac- 
turers fhould  eftimate  their  work  according  to  the  coin,  and  not  as 
formerly,  according  to  the  bullion  ? The  confequence  of  this  is, 
that  when  peace  returns,  and  when  coin  begins  to  rife  above 
the  price  of  bullion,  the  manufadlurers  flick  to  the  denominations 
of  the  coin,  inflead  of  defcending  in  value  (as  they  ought  to  do  by 
theory)  along  with  the  bullion.  What  is  the  confequence  of  this  ? 

It  is  that  the  prices  of  manufadturesyor  horyie  confumption,  and  of  co7n- 
r.iodities  peculiar  to  the  country,  Hand  their  ground ; that  is,  prices  do 
not  defcend,  and  cannot  be  brought  down  by  merchants. 

But  as  to  manufadlures  for  exportation,  which  are  not  peculiar,  but  are  torn 
but  w’'hich  are  produced  by  different  countries,  their  prices  are 
violently  pulled  dowm  by  foreign  competition  ; and  the  workmen  ^ 

are  forced  to  dirainifh  them.  This  hurts  them  effedtually,  not  be-  exportation, 
caufe  of  the  diminution  of  the  prices  ; becaufe,  properly  fpeaking, 
this  diminution  is  only  relative  to  the  denominations  of  the  coin ; 
their  grains  will  purchafe  as  many  grains  of  bullion  in  the  market 
as  before,  but  not  fo  much  coin,  and  confequently  not  fo  much  of 
any  commodity  which,  by  the  principles  jufl  laid  down,  have 
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attached  themfelves  to  the  denominations  of  the  com,  and  have: 


rifen  in  their  price  along  with  it. 

From  this  fliort  expofition  of  a very  intricate  matter,  vce.  may- 
conclude,  that  the  impoiition  of  coinage  does  not  raife  the,  price  of 
fiich  merchandize  as  is  in  common  to  feveral  nations,,  and  which 
trade  demands  from  each,  v/idiout  any  competition  with  the  na- 
tives : that  is  to  fay,  the  pricen  of  them-  hand  as  formerly  with 
refpect  to  ftrangers  ; becaufe  although  the  prices^  be  made  to  iiiik 
at  home,  with  refpedl  to  the  denominations  of  the  coin,  yet 
Grangers,  being  obliged  to  pay  for  them  in  thofe  denominations, 
are  alfo  obliged  to  pay  an  advanced  price  for  the  coin,  in  order  to 
procure  them.  This  is  the  price  of  coinage.  This,  I confefs,  is  a 
little  fubtil,  but  I believe  the  reafoning  will  be  faund  jiifl. 

Gn  the  other  hand,  when  trade  extends  itfelf  to  otlier  commo- 
dities, to  thofe,  I mean,  which  it  buys  in  competition  with  tne 
natives  (and  which  are  made  to  rife  and  fall  from  the  viciflitudes  of 
inland  demand)  or  to  fuch  commodities  as  are  peculiar  to  the 
country  5 in  thefe  cafes,  I have  little  doubt  but  the  pi  ices,  once 
raifed  and  continued  high  for  feme  time,  attach  themfelves  to  the 


Hot/  this 
hurts  the  in- 
duftrioiis, 
and  how  the 
flaie  may  in- 
dsainify 
thei:. 


denominations  of  the  coin,  and  rife  along  with  it;  that  is  to  fay, 
coinage  is  included  over  and  above  the  price  which  the  merchan- 
dize would  have  born  had  no  coinage  been  impofed, 

- The  Gonclufion  I draw  from  this  reafoning,  is,  that  the  impofitioti 
of  coinage  has  not,  in  facl,  the  effeH  of  reducing  the  prices  of  - 
commodities  to  fewer  grains  of  bullicai  than  before,  excepting  thofe 
of  fuch  commodities  as  are  fold,  in  competition  with  other  nations 
and  even  then  it  may  be  faid,  that  it.  is  not  the  impoiition  of  the 
coinage,  but  the  competition  with  ftrangers,  which  reduces  them 
to  the  minimum  of  their  value,  as  well  as  die  profits  of  thofe  who 
work  in  them,  to  the  minimum  of  a phyfical  necefiary.  This  laft 
circumfiance Thews  why  thofe  who  work  for  foreign  exportation,, 
are  the  poorefi;  clafs  of  all  the  induftrious,  of  a ftate,  but  the  mofl 
uferul  to  it,  at.  the  fame  time.  I believe  experience  fupports  the 
truth  of  thefe  conclufions.  Ifhall  here  by  the  bye  obferve,  that  as 

the 
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tlie  ftate  is  made  to  profit  by  the  dimintition  of  the  profits  of  this 
moft  ufeful  clafs  ; as  file  receives  the  coinage  which  ftrangers 
pay,  and  which  is  really  deducted  from  the  manufaaurers  who 
fupport  exportation,  fhe  ought  to  indemnify  this  clafs  (as  may  be 
done  in  a thonfand  ways,'by  premiums,  for  example,  upon  expor- 
tation) out  of  the  profits  arifmg  upon  coinage,  inftead  of  making 
coinage  free,  to  the  evident  lofs  of  the  nation,  and  benefit  to  firan- 
gefs,  as  we  fhall  now  endeavour  to  prove. 


CHAP.  II. 

Concerning  the  Injiuence  which  the  impojing  the  Price  of  Comage y 
and  the  Duty  of  Seigniorage  in  the  Englip  Mint,  will  have  upon 
the  Courfe  of  Exchange,  and  Tirade  of  Great  Britain. 


IN  the  preceding  chapter  We  have  examined  a very  nice  theory.  Theory  of 
into  which  fuch  a number  of  circumftances  have  been  com-  grddes^of  ^ 
bined,  depending  upon  fa<5ls,  that  little  ftrefs  is  to  be  laid  upon  exportation, 
feveral  conclufions  which  have  been  drawn  from  it,  unlefs  they  be 
approved  by  experience. 

Let  the  befi:  workman  in  London  ttiake  a watch,  he  cannot  de- 


pend upon  its  being  a good  one,  until  it  be  tried ; and  when  that  is 
done,  the  application  of  his  theory  will  enable  him  to  difcover  all 
the  defe61;s  and  irregularities  in  the  movement.  It  is  juft  fo  in  polh 
tical  matters.  The  force  of  theory  is  not  fufiicient  to  form  a good 
plan  ; but  it  is  ufeful  for  difcovering  miany  faults  which  would  not 
have  been  forefeen  without  it.  The  more  extenfive,  therefore,  any 
theory  is  made,  the  more  it  is  ufeful  for  thefe  purpofes.  It  is  pro- 
per only  to  obferve  that  the  more  complicated  any  principle  of  it 
is,  the  lefs  dependance  can  be  had  upon  its  operation  when  applied 


to  practice. 
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It  is  impollible  to  lay  down  a diftinA  theory  for  the  rife  and  fall 
of  the  prices  of  all  forts  of  commodities  in  a nation  fuch  as  Great 
Britain.  All  that  can  be  faid  with  certainty,  is,  that  competition  on 
the  part  of  the  confirmers  will  make  them  rife,  and  that  compe- 
tition on  the  part  of  the  furnifhers  will  make  them  fall.  Now  the 
competition  among  the  furnifhers  may  be  reduced  to  theory ; be- 
caufe  it  is  fixed  within  determinate  limits,  which  it  cannot  exceed, 
and  is  influenced  by  this  principle,  viz.  that  when  profits  are  re- 
duced to  the  minimum  (that  is  to  the  exadl  phyfical-neceflary  of  the 
workman)  all  competition  among  furnifhers  mull  ceafe. 

But  the  competition  among  confirmers  is  fixed  within  no  deter- 
minate limits : fome  demand  to  fatisfy  phyfical  wants  ; others  thofe 
of  vanity  and  caprice.  Moft  inland  demand  for  confumption  is  of 
this  kind,  and  confequently  it  is  impoffible  to  forefee  what  effecT; 
the  impofition  of  coinage  will  have  upon  the  prices  of  many  com- 
modities. Perhaps  they  will  fluifluate  with  bullion  ; perhaps  they 
will  adhere  to  the  denominations  of  the  coin:  experience  alone 
can  bring  this  matter  to  light. 

But  with  regard  to  fuch  commodities  as  are  the  objedl  of  foreign 
trade,  prices  are  influenced  by  certain  principles  on  both  fides. 
Merchants,  not  the  confirmers  themfelves,  are  the  demanders  here. 
Neither  vanity  or  caprice,  but  profit,  regulates  the  price  they  offer. 
Thus  it  is,  that  as  all  competition  among  furnifhers  muft  ceafe  upon 
the  redudion  of  profits  to  the  minimum,  fo  all  demand  from  mer- 
chants (who  in  this  cafe  reprefent  the  confirmers)  mufl  ceafe,  fo 
foon  as  prices  rife  above  what  they  can  afford  to  give,  confiftent 
with  their  minimum  of  profit  upon  the  fale  of  w^hat  they  buy. 

The  degree,  therefore,  of  foreign  competition  will  alone  regu- 
late the  prices  of  feveral  exportable  commodities,  and  of  confe- 
Quence  the  profits  of  fuch  as  are  employed  in  them,  as  has  been 
faid.  This  premifed,  we  come  to  examine  the  influence  which  the 
impofition  of  coinage  would  have  upon  the  courfe  of  exchange  and 
trade  of  a nation. 
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In  fpeaking  of  exchange,  fo  far  as  it  influences  the  decifion  of 
this  queftion,  we  muft  throw  out  all  extraneous  circumftances,  and  exchange  is 
endeavour  to  reduce  it  to  the  plain  eft  theory.  regaiated. 

When  one  nation  pays  to  another  the  price  of  what  they  buy,  the 
interpofition  of  bullion  is  unavoidable;  and  the  whole  operation 
confifts  in  comparing  the  value  of  coin  with  the  value  of  bullion 
in  the  one  and  in  the  other. 


Suppofe  France  to  owe  to  England  looo  pound  fterling  ; what  re-  Price  of  ex- 
gulates  exchange  here,  is  the  price  of  bullion  in  Paris  and  in  Lon- 
don.  The  French  merchant  inquires  firft,  what  is  the  quantity  of 
bullion  in  London,  which  at  that  time  is  equal  to  the  fum  he  wants 
to  pay  ? And  next,  what  that  quantity  of  bullion  cofts  to  procure  in 
the  Paris  market  ? Upon  this  the  par  of  exchange  ought  to  be  regu- 
lated. Whatever  is  given  more  than  this  quantity  is  the  price  of 
tranfportation,  when  the  balance  of  trade  is  againft  France.  What- 


ever is  given  lefs,  may  be  confidered  as  the  price  of  tranfportation 
which  the  Englifli  would  be  obliged  to  pay  were  the  balance 
againft  England,  if  the  French  merchant,  by  fending  his  paper  to 
London,  did  not  fave  them  the  trouble,  by  diminifhing  fo  far  the 
balance  againft  them  ; and  of  this  he  profits,  until  the  balance 
turns  to  the  other  fide.  Now  let  us  leave  the  price  of  tranfportation 
out  of  the  queftion,  and  confider  only  how  the  impofition  of  coin- 
age, by  afFe<5ting  the  price  of  bullion,  may  influence  the  courfe  of 


exchange. 

We  have  feen  how  the  impofition  of  coinage  renders  the  price  of  where  coin- 

- age  is  free 

bullion  fufceptible  of  a variation  in  its  price,  equal  to  the  amount  the  price  of 

of  the  impofition.  Wherever,  therefore,  coinage  cofts  nothing, 

there  bullion  and  coin  muft  always  be  of  the  fame  value.  This  invariable, 

would  be  the  cafe  in  England,  without  doubt,  were  the  metals  in 

the  coin  exactly  proportioned,  were  all  the  coin  of  a legal  weight, 

and  were  neither  melting  down,  or  exporting  made  penal. 

The  bullion,  therefore,  in  France  may  vary  8 c^nf.  in  its  price,  and  fluftu- 
accOrding  to  the  balance  of  trade  ; the  bullion  in  England  muft  be  coinage  is  ^ 
fuppofed  invariable,  let  the  balance  ftand  as  it  will.  impofcd. 


According 
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If  i-nd”  According  to  this  reprefentation  of  the  matter,  may  we  not  fay, 

dtarer  than  huliioii  in  England  is  always  at  the  highell  price  it  ever  can  be 
:ia  France,  in  Trance,  fince  it  is  at  the  price  of  the  coini  Is  not  this  the  con- 
.dition  of  France,  when  the  balance  of  her  trade  is  the  molt  unfa- 
vourable it  pohibly  can  be ; 

Infi  therefore  England,  herfelf,  contributes  to  keep  the  price  of  her 
icept  up  by  bullion  higher  than  it  is  in  France,  is  not  this  an  advantage  to 
.tbe  lEint,  Trance,  knee  Trance  can  buy  the  bullion  vith  which  die  pays  her 

Engiilh  debts  cheap  in  her  own  market,  and  can  fell  it  dear  in  that 
of  her  creditor  ? Is  there  not  a profit  in  buying  an  ox  cheap  in  the 
country,  and  felling  him  dear  in  Smkhfield  market  ? 

.aad  is  allow  Now  wEy  is  bullion  fometimes  cheaper  in  France  than  in  Emr- 
France  8 per  ^FiQ . i aniWci  , that  ill  France  it  is  allowed  to  fall  8 per  cent,  below 
the  coin.  coin,  and  the  King  only  takes  it  at  times  when  no  body  can  get 

a better  price  for  it  ; and  that  in  England  the  King  gives  always  coin 
roi  bullion,  and  by  that  keeps  the  price  of  it  from  ever  falling 
lower.  Let  the  Englifh  mint  pay  the  pound  troy  ftandard  filver  at 
the  rate  of  thirteen  ounces  of  coin,  the  price  of  bullion  in  England 
~ will  always  be  dearer  than  the  coin. 

When  bullion  in  France  falls  to  8 per  cent,  below  the  coin,  it  is 
cairied  to  the  mint ; when  it  is  wortn  more  no  body  carries  any  to 
be  coined. 

The  wifere-  No  body  in  France  (except  upon  a general  coinage)  is  Forced  to 
guiaaoa.  bullion  at  this  price.  Is  it  not,  therefore,  a very  wife 

regulation,  to  permit  the  operations  of  trade  to  reduce,  as  low  as 
poffible,  the  value  of  that  commodity  with  which  all  they  owe  is 
paid,  and  this  more  efpecially,  as  the  fall  of  its  price  is  a proof  of 
the  profperity  of  their  trade. 

if?  thv.,iefoie,  it  be  fuppofeo,  tnat  the  elie(5f  of  having  a material 
money  for  a fcale  of  value,  is,  that  the  denominations  in  the  coin, 
and  not  the  grains  of  the  bullion,  mull  meafure  the  value  of  com- 
modities/or  confmTtption ; then  it  follows,  that  the  variations  in 
the  price  of  bullion,  ihould  not  affecl  the  price  of  commodities. 
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This  is  a queflion,  however,  which  I do  not  pretend  to  deter- 
mine, and  I apprehend  that  nothing  but  experience  can  refolve  it- 

Now  let  me  conlider  the  difference  there  is  between  the  trade  of  Engtand  - 
'France  and  that  of  England  as  matters  now  Hand  ; and  what  would  ^ 

be  the  cafe,  were  the  regulations  of  the  mint  the  fame  in  both^  percent. 

^ ^ upon  her 

countries.  trade  Wkh' 

Frsncs 

I fhall  fuppofe  that  England  Buys  of  French  goods  as  much  as 
may  be  paid  widi  one  tlioufand  pounds  troy  weight  of  Engliffi  gui- 
neas. I ^ilc  for  what  'weight  of  French  louis  dors  mull  France  buy 
of  Englilh.  goods  to  make  the  balance  even?  Will  it  not  be  an- 
fwered  (according  to  the  ordinary  method  of  calculating  the  true 
_parof  exchange)  that  if  France  buy5  for  one  tlioufand  pounds  troy 
of  her  louis  ffors  (fuppofing  the  guineas  and  the  louis  d’ors  of  the 
fame  finenefs)  that  the  balance  is  even  ? 

Is  it  not  true,  that  England  mull;  fend  this  thoufand^  pounds 
weight  either  in  gold  bullion  or  in  guineas,  and  is  it  not  the  fame 
thing  to  the  Englilh  merchant  to  fend  the  one  or  the  other,  pro- 
viding the  guineas  be  full  weight? 

But  when  France  comes  to  fend  the  tlioufand  pounds  weight  of 
her  louis  d’ors,  fhe  finds  at  market  a thoufand  pounds  weight  of, 
gold  bullion  8 ^er  ■c€nt.  cheaper,  and  this  bullion  is  as  good  to  the 
Englifliman  as  if  he  had  got  the  louis  d’brs. 

Let  me  ftate  the  cafe  otherwife.  Suppoie  France  buys  in  England 
for  I ooo  pounds  weight  of  her  guineas  in  Virginia  tobacco ; and 
that  England  buys  in  France  for  i ooo  pounds  weight  of  her 
louis  d’brs  of  Bourdeaiix  claret.  Is  not  this  called  par.  Will  not 
France  pay  her  debt  to  England  with  looo  pound  of  gold  bullion? 

Whereas  England  mufi;  pay  ro8o  pounds  to  France-;  becaufe  looo 
pounds  weight  of  her  louis  d’ors,  is  worth  in  France  1080- pounds 
of  any  bullion  of  the  fame  llandard.  The  1000  pounds  then  conr.- 
penfates  the  1 00b  pounds  r the  80  pounds  over  muft  be- fent  to^ 

France,  and  the  carriage  of  this  quantity  only,  muft  be  paid  for 
according  to  the  principlcB  of  exchange. 
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Here  is  evidently  a balance  of  trade  againft  England  of  8 per  cent. 
above  the  real  par  of  the  metals.  Will  any  body  fay  that  the  8 per 
cent,  is  paid  for  the  tranfportation  of  8o  pounds  of  bullion  due  ? 
Certainly  not. 

Now  if  the  Englifli  fhould  declare  that  they,  for  the  future,  would 
coin  neither  gold  or  filver  bullion  for  any  perfon,  but  at  the  rate  of 
8 per  cent,  below  the  value  of  the  coin  ; and  if  it  be  true,  that  this 
regulation  would  have  the  effect  of  Enking  the  price  of  bullion,  on 
many  occafions,  to  8 per  cent,  below  the  coin ; in  that  cafe,  would 
not  the  Englifli  and  the  French  acquit  their  debts  of  the  looo 
pounds  weight  of  their  refpedtive  coin  upon  the  fame . conditions  ? 
In  this  cafe,  would  not  the  price  of  exchange  vanifh,  fince  there 
would  be  no  bullion  to  be  fent  by  either  party  ? But  in  the  firfl;  cafe,, 
would  not  England  be  obliged  to  fend  8 per  cent,  above  the  quan- 
tity of  gold  bullion  fhe  received  from  France,  and  would  not  the 
tranfportation  of  this  coft  money,  and  would  not  this  tranfportation 
be  marked  by  a certain  price  of  exchange,  and  confequently,  would 
not  the  price  of  exchange  rife  againft  England  ? 

But  to  this  it  is  objeffed,  that  by  the  former  example,  the  ex- 
change marked  8 per  cent,  againft  England  with  great  reafon  ; be- 
caufe  it  is  plain,  that  there  is  a balance  of  8 per  cent,  againft  Eng- 
land, fince  fhe  has  fent  that  proportion  over  to  France  in  bullion. 
Very  true.  But  had  England,  inftead  of  taking  to  the  value  of 
looo  pounds  weight  of  louis  d’ors  in  claret,  taken  only  for  too 
pounds  v/eight,  the  exchange  would  have  ftill  marked  8 per  cent. 
iofs  ; becaufe  the  i oo  pounds  of  louis  d’ors  muft  be  paid  with  the 
io8  pounds  of  bullion,  although  England  by  this  trade  has  evi- 
dently gained  892  pounds  of  bullion,  which  France  muft  fend  her 
as  a balance. 

As  matters  of  fact,  when  they  can  be  procured,  tend  greatly  to 
confirm  theory,  by  forming  a folid  bafis  whereupon  to  reafon,  I 
fhall  here  profit  of  one  which  has  fallen  into  my  hands,  and  by 
applying  it  to  the  prefent  queftion,  endeavour  to  give  fome  addi- 
tional force  to  this  reafoning. 


Mr. 
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Mr.  Cantillon,  in  Iiis  Anahfis  of  Trade,  which  I fuppofe  he  under- and  at  a me- 
flood  by  practice  as  well  as  by  theory,  has  the  roilowing  padage  m jg 

, proved  by  a 

ins  matter  of 

it  cotirfe  of  exchange  between  Paris  ann  Lonnon  fince  the  year  faft, 

“ 1726,  has  been  at  a medium  price  of  32  pence  fcerling  for  the 
“ crown  of  three  livres ; that  is  to  fay,  we  psy  for  this  Fi<.,nch 
“ crown  of  three  livres,  32  pence  fteiiing,  ‘when  calculated  on  gold, 

“ when  in  fa<5t  it  is  worth  but  thirty  pence  and  tinee  xar  things, 

“ which  is  giving  four  pounds  in  the  hundred  for  this  French  mo- 
“ ney ; and  confequently,  upon  gold,  the  balance  of  trade  is  4 per 
“ cent,  againft  England  in  favour  of  France. 

In  this  place,  Mr.  Cantillon  calculates  the  par  of  exchange  ac- 
cording to  the  common  rule,  to  wit,  gold  bullion  againft  gold  bul- 
lion in  the  coins  of  both  nations,  where  both  are  of  legal  weight , 
and  he  finds  that  there  has  been,  thefe  thirty  four  years  paft,  a ba- 
lance of  4 per  cent,  againft  England. 

Now  according  to  my  theory,  this  is  exacftly  w^hat  the  coinage  in  . 

France  ought  to  produce,  fuppofing  on  an  average  that  the  trade 
had  been  at  par.  Here  is  the  reafon. 

The  coinage  in  France  cofts  8 per  cent. 

When  the  balance  of  trade  is  favourable  for  France,  coin  is  worth 
8 per  cent,  above  bullion. 

The  proof  is  plain.  Were  it  not  8 per  cent,  above  bullion,  no  man 
would  ever  carry  bullion  to  the  mint  j becaufe  the  mint  price  is 

8 per  cent,  below  that  of  the  com. 

When  the  balance  of  trade  is  againft  France,  coin  muft  fall  nearly 

to  the  price  of  bullion. 

Suppofing  then  that  the  balance  of  the  trade  of  France  (at  a me- 
dium of  thirty  four  years)  is  found  to  have  been  at  par,  will  it  not 
follow,  that  at  a medium  alfo  of  thefe  thirty  four  years,  Frencn  coin 
muft  have  been  at  4 per  cent,  (the  half  of  the  coinage)  above  bul- 
lion  ? Confequently  England  having  taken  merchandize  from 
France,  and  France  having  mierchandize  from  England,  for  the 
fame  weight  and  finenefs  in  their  refpeclive  coins,  muft  not  Eng- 
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land  have  been  obliged  to  fend  to  France  4 per  cent,  more  bullion  in 
order  to  pay  the  coinage  ? This  reafoning  appears  conclufive  to  me, 
who  am  no  merchant,  and  who  do  by  no  means  pretend  to  a per- 
fe(5l  underllanding  of  thofe  alFairs ; but  I think  this  circumftance 
is  at  leaf!  of  fufficient  importance  to  make  the  matter  be  inquired 
into.  For  this  purpofe,  I fhall  fugged;  a method  of  making  the  dif- 
covery. 

Eafy  to  be  If  it  fhall  be  found,  that  Englifh  draughts  on  Paris,  or  French 
times  by  the  remittances  to  England,  fhall  at  any  time  occafion  bullion  to  rife  in 
Ion  and the  market  of  Paris  above  the  mint  price,  will  it  not  be  allowed  that 
courfeofex-fuch  a circumflauce  demonftrates  that  the  balance  of  trade  is  then 

ehangeinthe. 

Paris  mar-  m favour  of  England  ? If  at  that  fame  time  it  fliall  be  found,  that 
exchange  (when  reckoned  upon  the  gold  as  Cantillon  has  done)  is 
againfl  England,  will  it  not  be  a demonflration  of  the  truth  of  what 
I have  here  fuggefted  as  a queftion  worthy  of  examination  ? 

When  bul-  For  if  the  balance  of  trade  be  againfl  France,  fo  as  to  make  her 
ported  to'  l>tiy  bullion  to  fend  to  England,  this  is  a proof  that  fhe  owes  Eng- 
Sdi'Sge  is  ^ balance  j and  if  at  the  fame  time  the  Englifli  are  paying, 
sgainft  above  the  intrinuc  value  of  the  metals  (in  their  refpecTiive  coins)  in 
what  they  owe  to  France,  that  additional  value  cannot  be  paid  by 
England  as  the  price  of  exchange,  or  to  pay  for  the  tranfportation, 
of  their  bullion,  but  to  pay  the  French  creditors  the  additional  va- 
lue of  their  coin  above  the  price  of  bullion. 

€oiirfe  of  May  we  not  alfo  conclude,  that  in  a kingdom  fuch  as  England, 
Jukoffldg- coinage  is  free,  the  courfe  of  exchange  is  no  certain  rule  for^ 
bPa^e^f  balance  of  trade  with  France  ; but  only  of  the  value 

trade,  but  of  French  coin  above  French  bullion.  All  authors  who  have  written 
exchange,  reprefent  the  advanced  price  given  upon  bills  above 
ccis.  |-]^e  intrinfic  value  of  the  coins,  to  be  the  price  of  carriage  and  in- 
furance,  &c.  in  which  cafe  exchange,  no  doubt,  maj  mark  the  ba- 
lance of  trade ; but  if  an  advanced  price  mull  be  given  in  order  to 
put  bullion  into  coin,  or  in  other  words,  if  the  metals  in  the  coin 
are  worth  8 per  cent,  more  than  any  bullion  of  the  fame  finenefs  is 
it  not  evident  that  a nation  may  be  drawing  a greau  balance  of  bul- 
lion 
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lion  from  another,  although  ihe  be,  at  the  fame  time,  paying 
S per  cent,  above  the  rate  of  bullion  in  the  fums  £he  repays  to  the 
nation  which  is  her  debtor  upon  the  whole ; that  is  to  fay,  although 
Ihe  be  paying  above  the  real  par  of  exchange,  as  it  is  commonly  cal- 
culated. 

If  it  be  here  objected  that  this  cannot  be  the  cafe,  becaufe  when 
the  balance  of  trade  is  againil  the  nation  which  impofes  coinage, 
their  coin  falls  to  the  price  of  bullion : I anfwer,  that  a balance 
may  be  againft  fuch  a nation,  without  producing  fo  great  a fall  in 
the  coin.  Coin  is  reduced  to  the  par  of  bullion  only  when  the  ba- 
lance is  at  the  height  againfl  a nation,  and  when  it  has  remained 
fo  for  a loing  time.  Who  would  give  coin  at  a difcount  of  8 per  cent, 
if  there  was  a profpeft  that  in  a few  days,  weeks,  or  even  months, 
it  was  to  rife  to  its  former  value  ? 

Thefe  are  the  reafons  which  engaged  me,  in  a former  chapter, 
to  lay  it  down  as  a rule,  that  trading  flates  fhould  endeavour,  as 
nearly  as  poflible,  to  obferve  the  fame  regulations  with  their  neigh- 
bours, in  every  thing  relating  to  their  coin.  It  is  alfo  in  order  to 
facilitate  fuch  a regulation,  that  I fhall  infert,  at  the  end  of  this 
book,  a very  particular  Hate  of  the  French  coinage,  and  of  what  I 
can  gather  with  regard  to  that  of  Holland. 

From  what  has  been  faid,  it  appears  that  the  common  method  of  xhe  real  par 
calculating  the  real  par  of  exchange  is  not  correct,  fince  it  is  cal- 

. , \ cuiated  by 

culated  by  comparing  the  quantity  of  fine  bullion  in  different  coins,  the  intrinfic 
and  attributing  the  difference  between  the  bullion  paid  for  the  pa-  coin!  uniefe 
per,  and  the  bullion  received  in  payment  of  it,  as  the  price  of  tranf- 
portation.  This,  I fay,  is  by  no  means  correcfb ; nor  is  it  poffible  it  weight  of 
Ihould  be  fo,  unlefs  bills  of  exchange  were  fpecified  in  the  weight 
of  fine  bullion,  inftead  of  being  fpecified  in  the  denominations 
of  the  coin : an  example  will  make  this  plain. 

Were  a merchant  in  London  to  afk  of  another  wdio  has  a cor- 
reipondence  in  Paris,  to  give  him  an  order  for  a hundred  yards  of 
Abbeville  cloth,  and  to  offer  him,  in  exchange,  the  fame  quantity  of 
cloth  of  a worfe  quality,  would  not  the  merchant  to  whom  the 
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Obj.  Ex- 
change re- 
gulates the 
price  of  bul- 
lion. 

Aarviv  De- 
nied : ex- 
change only 
raifes  its 
price  ; the 
mint  pries 
pulls  it 
dotvn. 
Balance  up- 
on the  real 
par,  no  mark 
of  a bala-nce 
upon  trade ; 
, proved  by 
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propofal  is  made,  immediately  calculate  the  value  of  both  com- 
modities, and  demand  the  diiference  of  the  value  between  what 
he  v/as  to  give,  and  what  he  was  to  receive  ? Could  ever  this  dif- 
ference be  coniidered  as  any  thing  elfe  than  the  difference  between 
the  real  worth  of  the  commodities  ? But  were  they  to  exchange  at 
London  an  hundred  pounds  of  fine  filver  bullion,  for  the  fame 
weight  at  Paris  ; then  if  the  merchant  demanded  one  grain  more 
than  he  was  to  give,  it  mufl;  be  upon  the  account  of  tranfportation ; 
becaufe,  xveight  for  weight,  there  is  not  the  fmalieil  difference  be- 
tween equal  weights  of  the  fine  metals. 

Bills  of  exchange,  then,  being  all  conceived  in  denominations  of 
money  of  accompt,  realized  in  coin ; and  coin  changing  in  its  va- 
lue with  regard  to  bullion  ; it  is  evident  that  the  real  par  cannot 
be  computed  upon  the  bullion  alone  contained  in  the  coin. 

If  it  is  objeffed,  that  fince  it  is  the  courfe  of  exchange  which  re- 
gulates the  price  of  bullion,  all  variations,  between  bullion  and 
coin  ought  to  be  aferibed  to  that  caufe. 

I anfwer,  that  it  is  not  the  courfe  of  exchange  which  regulates 
the  price  of  bullion ; but  exchange  makes  it  afeend  from  the 
price  to  Vvhicli  it  is  regulated. 

The  mint  price  regulates  the  price  of  bullion ; and  there  it  will 
nearly  itand,  while  the  balance  of  trade  is  either  at  par,  or  fa- 
vourable to  a country.  Exchange  therefore,  or  a wrong  balance, 
can  only  make  it  rife  ; and  it  returns  to  where  it  was,  by  the  force 
of  another  principle. 

In  the  next  place,  were  I to  allow  that  the  balance  of  trade  regu- 
lates the  price  of  bullion,  it  would  not  follow  that  what  is  called 
the  real  par  of  exchange  is  a rule  to  j'ffdge  of  the  balance  of  trade  of 
a nation.  Is  it  not  plain,  that  if  France,  for  example,  being  at  pre- 
fent  obliged  to  fend  great  fums  into  Germany,  upon  account  of 
the  war  (anno  1760,)  has  reduced  the  price  of  her  coin  to  a par 
with  bullion,  that  all  nations  will  profit  of  it  as  much  in  their- 
trade  with  France,  as  if  the  balance  v/as  become  favourable  to 
them  i fince  the  courfe  of  exchange  v/ill  then  anfwer  according 
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to  the  converfion  of  bullion  for  bullion  in  all  remittances  to 

France. 

But  were  France  at  prefent  to  remit  money  to  any  other  country, 
which  has  the  balance  favourable,  and  where  coinage  is  paid,  fup- 
pofe  to  Spain,  while  the  balance  between  France  and  Spam  is 
fuppofed  to  be  exactly  even;  would  not  the  real  par  between  the 
money  of  Spain  and  of  Fmnce  mark  an  exchange  agamft  France, 
for  the  value  of  the  coinage  impofed  by  Spain  ? This  is  the  reafon 
why,  in  time  of  war,  exchange  betVNreen  France  and  England  ap- 
pears more  favourable  to  England  than  in  time  of  peace.  But 
does  this  anywiie  prove  that  the  balance  of  trade  is  then  more 
in  favour  of  Lngland?  by  no  means:  for  let  me  fuppofe  the 
balance  of  their  trade  to  remain  the  fame  after  the  peace  as  at 
prefent ; is  it  not  evident,  that  in  proportion  as  the  com  of  France 
fhall  rife  above  the  bullion,  that  the  balance  of  trade  will  become,  in 

appearance,  againft  England  I n i • 

By  the  balance  of  trade,  I here  conftantly  underftand  a,  certain  Balance  of  ^ 

ouantity  of  bullion  fent  by  one  nation  to  another,  to  pay  what'^^ 
they  have  not  been  able  to  compenfate  by  an  exchange  of  their 
conarnodities,  remittances,  &c.  and  not  that  which  they  compute 
in  their  bills  as  the  difference  between  the  refpeaive  values  of 

coin  and  bullion  in  both  countries. 

How,  then,  is  the  real  par  of  exchange  to  be  regulated,  fo  as  to 

determine  which  nation  pays  a balance  upon  the  exchange  of  their 

commodities  I ^ 

I anfwer,  To  determine  that  queftion,  let  bullion  over  ail  ^^e  Thejerf^ 

commercial  world  be  dated  at  i oo,  S.I1  d let  coin  in  every  country  change  to 
be  compared  with  it,  according  to  the  current  price,  in  jingland, 
for  example,  (were  all  diforders  of  the  coin  removed),  coin  muft  ing  va!„,of^ 
ahvays  be  as  ico.  In  France,  when  the  balance  is  favourable,  at 
108.27.  In  Germany  (were  the  Emperor’s  late  regulation  with  Ba- 
varia'to  be  made  general)  at  loi.  And  fo  forth,  according  to  the  the  buihoat 
price  of  coinage  impofed  ex^ei'y  where,  iheie  advanced  values 

above  the  1 00,  never  can  rile  higher ; and  the  more  the  balance 

' of 
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of  their  refpeclive  trade  is  unfavourable,  the  nearer  they  will  fe- 
verally  come  to  too;  below  which  they  never  can  fall.  Thefe  fluc- 
tuations will  conflantly  be  marked  in  exchange ; becaufe  all  cir- 
cumftances  are  exadlly  combined  by  merchants  ; but  the  balance  of 
the  trade  will  only  be  marked  by  ’what  exchange  is  77tade  to  vary  from 
thefe  proportions. 

Let  me  fuppofe  the  trade  of'  France  favourable  upon  the  whole, 
by  great  commiflions  from  Cadiz,  and  bullion  at  the  fame  time  to 
be  carried  to  the  mint  at  ^ per  cent,  below  the  price  of  coin. 

Let  me  fuppofe,  that  upon  all  the  trade  of  England  with  France, 
there  fliall  be,  at  that  time,  a balance  of  2 per  cent,  fent  from  France 
to  England  in  bullion  j and  upon  the  trade  with  Germany  a balance 
of  I per  cent. 

I fay,  that  the  par  of  exchange  between  England  and  France  is  8 per- 
cent. againfl:  England ; and  that  the  par  of  exchange  between  Ger- 
many and  France  is  7 per  cent.  I ftate  it  at  this  rate  ; becaufe  the 
balance  being  fuppofed  favourable  for  the  three  nations,  the  value 

of  their  coin  with  refpecT  to  their  bullion  ought  to  be  in  propor- 
tion to  the  mint  price. 

The  courfe  of  exchange,  therefore,  if  it  be  a rule  to  judge  by, 
ought  to  mark  6 per  cent,  againfl  England  ; which  I fay  is  2 percent. 
in  her  favour : and  the  exchange  with  Germany  ought  to  mark 
6 per  cent,  againfl  Germany  ; which  I call  i per  cent,  in  her  favour. 

An  example  will  make  this  plain. 

Suppofe  Englifli  guineas,  German  carolins,  and  French  Louis 
to  be  all  of  the  fame  weight  and  finenefs  ; I fay,  the  real  par  rn  the 
example  we  have  flated  is,  between  Paris  and  London,  100  Louis 
are  equal  to  108  guineas;  becaufe  the  100  Louis  are  worth  100 
guineas  in  London,  and  1 08  guineas  are  worth  no  more  than  1 00 
Louis  in  Paris.  Again,  between  Paris  and  Francfort,  too  Louis 
are  equal  to  107  carolins  ; becaufe  108  carolins  are  v/orth  at  Paris 
100 Louis;  and  loi  Louis  at  Francfort  are  worth  100  carolins* 
confequently,  the  difference  between  7 and  8 is  the  real  par,  to 
wit,  100  Louis  for  loi  carolins.  Next,  as  to  the  par  between  Lon- 
4 don 
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don  and  Francfort,  here  100  carolins  equal  loi  guineas;  becaufe 
100  carolins  in  London  are  worth  100  guineas  ; and  loi  guineas 
at  Francfort  are  worth  no  more  than  100  carolins. 

Now  in  the  ordinary  way  of  reckoning  the  real  far,  the  100 
Louis,  1 00  carolins,  and  1 00  guineas,  are  all  fuppofed  to  be  of  the 
fame  value,  in  the  three  markets  ; and  the  difference  between 
this  fuppofed  value,  and  what  is  paid  for  it,  is  fuppofed  to  be  a 
iofs  upon  trade.  In  this  light,  the  nation’s  lofs  refembles  the  lofs 
incurred  by  him,  who,  when  he  goes  to  the  bank,  and  pays  ten 
pounds  ilerling  in  coin,  for  a bank-note,  fays,  that  he  has  given 
ten  pounds  for  a bit  of  paper,  not  worth  one  farthing  ; reckoning 
the  value  of  the  note,  at  the  real  par  of  the  paper  it  is  writ  upon. 

The  general  rule,  therefore,  as  I apprehend,  is,  to  fettle  the 
real  par  of  different  coins,  not  according  to  the  they  con- 

tain, but  according  to  the  bullion  they  can  buy  with  them  in 
their  own  market  at  the  time. 

If  1000  pounds  weight  of  guineas  can  purchafe  at  London^ 
1000  pounds  weight  of  ftandard  bullion;  and  that  1000  pounds 
of  the  fame  weight  of  Louis  can  buy  at  Paris  1 080  pounds  weight 
of  the  fame  ftandard  bullion  ; then  the  1000  pounds  weight  of 
guineas  is  at  the  real  par  with  pounds  weight  of  the 

Louis,  and  not  worth  1000,  as  is  commonly  fuppofed. 

If  the  doffrine  laid  down  in.  this  chapter  be  found  folid  ; if  no 
effential  circumftance  has  been  overlooked,  which  ought  to  have 
entred  into  our  combinations,  (points  left  to  the  reader  to  deter- 
mine) then  we  may  conclude, 

\mo.  That  the  courfe  of  exchange,  in  the  way  people  take  to  cal- 
culate  the  real  par,  is  no  rule  for  judging  of  the  balance  of  trade. 

Q-do,  That  the  great  duty  laid  upon  the  fabrication  of  the  French 
coin,  either  deceives  the  Englifh  nation,  and  makes  them  con- 
clude, from,  the  courfe  of  exchange,  that  their  commerce  with 
France  is  extremely  difadvantageous : or,  if  it  be  really  difadvan-  - 
tageous,  that  it  is  the  impofition  of  a duty  on  coinage  in  the: 
French  mint  which  occafions  it.. 


24  an  inquiry  into  the  PPHNCIPLES  Book  III.  P.2. 

It  is  a queftion  belonging  to  the  theory  of  commerce,  and  not 
to  that  which  we  are  now  upon,  to  examine  the  nature  of  a difad- 


vantageous  trade,  and  to  inveftigate  the  principles  pointing  out 
the  commodities  which  every  country  ought  to  encourage  for  ex- 
portation, and  thofe  which  are  the  moil  profitable  to  take  in  re- 
turn. 


Appikatioa 
of  thefe  prin- 
cipies  to  the 
Engliih 
trade  with 
France. 


Upon  thefe  principles  the  trade  of  England  with  France  mull  be 
examined,  and  upon  examination  it  will  be  found  whether  that 
trade  be  advantageous  or  hurtful.  Here  the  queftion  is  reduced  to 
this ; Whether  from  the  courfe  of  exchange  it  may  be  concluded 


that  the  balance  of  trade  is  againfi;  England,  becaufe  the  French 
crown  is  commonly  paid  with  thirty-two  pence  fterling  ? We  have 
decided  that  it  cannot.  If  there  be  no  other  objections  againfi  the 
trade  of  France  but  this  lofs  upon  exchange  ; and  if  it  be  true 
that  this  is  no  proof  of  trade  being  againfi  England,  but  only  the 
confequence  of  her  free  coinage  ; then  it  will  follow,  that  England 
may  lay  as  many  reftriflions,  duties,  and  clogs,  upon  the  French 
trade,  as  fhe  pleafes,  and  may  even  reduce  it  to  nothing,  without 
ever  removing  the  caufe  of  complaint ; while  at  the  fame  time  Ihe 
may  be  ruining  a trade,  which  pays  her  upon  the  whole  a great 
balance,  and  upon  which  trade  fhe  has  it  in  her  power,  by  follow- 
ing a different  fyftem  in  her  mint,  to  render  her  exchange  as  fa- 
vourable as  with  any  other  nation  in  Europe. 

This  point  feems  to  be  a matter  of  no  fmall  importance  to  Eng- 
land ; fmce  (from  a miftake  in  point  of  fact,  into  which  Are  is 
led  from  a delufive  appearance)  a very  lucrative  trade,  when  con- 
fidered  by  the  balance  it  produces,  may,  upon  falfe  principles,  be 
profcribed  as  difadvantageous. 

Thefe  queftions,  however,  are  not  as  yet  confidered  as  entirely 
difcuffed,  and  they  fliall  be  a little  farther  examined  in  the  follo^v- 
ing  chapter.  ' 


CHAP, 


Chap.  HI- 


OF  POLITICAL  OECONOMY. 


25 


CHAP.  III. 

Is  the  lofs  which  the  courfe  of  exchange  marhs  upon  the  trade  of 
Great  Britain  with  France  real  or  apparent  f 

Questions  are  here  propofed,  which  I do  not  pretend  to  ^ 

folve  ; all  I aim  at  is  to  difcover  how  they  may  be  refolved.  this  que- 
If  this  inquiry  fhall  prove  an  incitement  to  men  of  better  capa-®^°“' 
city  to  review  the  fame  fubjedls,  who  have  more  extenfive  combi- 
nations, more  experience,  and  better  information  as  to  facts,  in 
that  refpe(St  it  has  fome  degree  of  merit. 

I anfwer  to  the  queftion  propofed,  that  if  the  impofition  of  a Suppofi- 
duty  on  coinage  in  England  would  have  the  effect  of  jendring 
her  trade  with  France  more  lucrative,  then  the  lofs  marked  by  the 
courfe  of  exchange  is  real,  at  leafl  in  part ; if  otherwife,  it  is  only 
apparent. 

What  makes  the  commerce  with  any  country  lucrative,  is  the  Prlndpks, 
balance  paid  upon  the  exchange  of  their  commodities. 

What  regulates  the  quantity  of  commodities  taken  from  any 
country,  in  the  way  of  trade,  is  the  wants  of  the  country  demand- 
ing ; and  what  fets  the  balance  even,  is  the  reciprocal  wants  of 
the  other  country.  Nations  do  not  give  up  correfpondence  with 
their  neighbours,  becaiife  thefe  do  not  accept  of  merchandize  in 
exchange  for  merchandize,  but  becaufe  they  find  their  advantage 
in  fupplying  their  wants  upon  eafier  terms  elfewhere. 

Every  merchant  feeks  to  fell  dear  ; and  the  dearer  he  can  fell, 
the  greater  is  his  profit : that  merchant,  therefore,  mufl  thrive 
mofl,  v/ho  fells  deareft,  and  who  at  the  fame  time  can. afford  to  fell 
cheapeft. 

If  an  impofition  on  coinage  fhall  enable  England  to  fell  dearer, 
without  depriving  her  of  the  advantage  of  being  able  to  fell  as 
VOL.  II.  E cheap 
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cheap  as  at  prefent,  tlien  it  will  follow,  that  an  impofition  on  coin- 
age will  be  advantageous.  If  it  fliall  lav  her  under  a neceffity  of 
felling  dearer,  and  deprive  her  of  the  poilibility  of  felling  fo  cheap- 
as  formerly,  then  the  impofition  of  coinage  will  be  hurtful - 

Thefe  principles  premifed,  as  a foundation  for  our  reafdning,: 
let  us  iirft  confider  the  influence  of  coinage  upon  the  profits  on 
exportation ; and  then  proceed,  to  inquire  into  the  influence  it  has-, 
upon  articles  of  importation. 

As  to  the  firft,  I mull  oBferve,  that  England,  as  well  as  every 
other  country,  has  feveral  articles  of  exportation  which,  are  pecu- 
liar to  herfelf,  and  others  which  £he  muft  felL  in  competition,  witin 
other  nations.  , 

I'he  price  of  what  is  peculiar  is  determined  by  the  competition' 
of  thofe  who  furnifli-  at  home,  and  the  loweft-  price  is  regulated' 
by  their  minimum  of  profit.  The  price  of  wliat  is  common  is  re- 
gulated by  the  competition  of  thofe.- who  furnifli  from  difrereiit4 
coun  tries.. - 


If  the  prices  of  what  is  peculiar  fliall  remain,  as  Before,  . attached s 
to  the  denominations  of  the  coin,  after  the  impofition  of  a duty 
on  coinage,  the  competition  of  thofe  who  furnifli;  will  remain  the 
fame  as  before ; becaufe  prices  will- not  vary  ; but  the  flranger, 
who  buys,  muft  neverthelefs  pay  an  advanced -price  for  fuch  mer- 
chandize, becaufe  the  nation’s  coin, . with  which  they  are  pur- 


chafed,  will  he  raifed  in  its  value- with  refpecL  to  bullion,  the  only 
price  he  can  pay  v/ith.  This  is  - the  price  of  coinage : and  this 
impofition  has  the  good  effecl  of  obliging  ftrangers  to  pay  dearer 
than  before,  in  favour  of  a benefit  refulting  therefrom  to  the 


ftate. 


Now,  if  it  be  obferved.  that  the-  demand  made  by  the  Englifli 
for  goods  peculiar  to  France,  (while  thefe  remain  in  France  at 
the  fame  price  as  formerly)  does  not  diminifli  in  proportion  as  the 
lofs  upon  exchange  happens  to  rife  j why  fliould  we  fuppofe  that 
the  demand  for  goods  peculiar  to  Engl  and.  fliould  diminiflq.for  a 
■fiyiilar  reafon.^  , 
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If  the  rife,  however,  in  the  price  of  exchange  fhould  diminifh 
the  foreign  demand  for  fuch  Englifh.  goods,  by  railing  the  price 
of  them  in  the  foreign  market,  this,  at  lead,  will  prove  that 
coinage  does  not  make  prices  fall  proportionally  at  home  ; becaiife, 
if  they  fhould  fall,  Erangers  would-  buy  as  cheap  as  foimeil)  - 
the  prime  coft  (as  it  would  appear  upon  the  accounts  of  Jieii 
Englilh  correfpondents)  would  diminilh  in  proportion  to  the  loE 
upon  exchange  in  remitting  to  England,  and  w’'Ould  juft  compen- 
fate  it : fo  upon  the  whole,  the  price  of  the  merchandize  would 
be  the  fame  in  the  foreign  market  as  before. 

If  the  impolition  of  coinage,  therefore,  be  faid  to  raife  the 
price  of  Englilh  merchandize  in  foreign  markets,  it  mull  be  al- 
lov/ed  that  it  will  not  raife  the  value  of  the  pound  ftcrling  at  home, 
by  finking  the  value  of  commodities:  that  is  to  fay,  the  prices  of 
commodities  will  adhere  to  the  denomiinations  of  the  coin  5 and 
the  coin  bearing  an  advanced:  value,  ahovewvhat  k bore  formerly, 
ftrangers  mull  pay  it. 

But  will  not  this  diminifli  the  demand  for  Englilh  goods  ? Not 
if  they  be  peculiar  to  England,  as  we  here  fuppofe.  But  allowing 
it  Ihould,  will  not  this  diminution  of  demand  fink  the  value  of 
the  Englilh  coin,  by  influencing  the  balance  of  trade  ? If  fo,  it 
will  render  remittances  to  England  more  advantageous : confe- 
quently,  it  will  recall  the  demand.  The  difeafe,  therefore,  in  this 
cafe,  feems  to  draw  the  remedy  along  with  it. 

Now”  what  appears  here  to  be  a remedy  againft  a difeafe,  is  at 
prefent,  as  we  may  call  it,  the  ordinary  Englilh  diet,  fince  it  is 
finking  the  coin  to  the  price  of  bullion.  If,  therefore,  the  having 
coin  always  as  cheap  as  bullion,  can  be  any  advantage  to  trade, 
the  nation  is  hire  of  having  it,  whenever  the  balance  is  unfa- 
vourable, notwithftanding  the  impolition  of  a duty  on  coinage. 

Trade  has  its  viciflitudes,  and*  all  nations  find,  at  times,  that  When  the 
their  neighbours  mull  depend  upon  them.  On  fuch  occafions,  the l^^ourabk, 
balance  of  their  commerce  is  greatly  in  their  favoun 
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Is  it  not,  therefore,  an  advantage  to  have  a principle  at  home, 
which,  upon  fuch  occafions,  is  capable  of  diminifhing  with  us  the 
value  of  that  merchandize  (bullion)  which  ftrangers  muft  give 
as  the  price  of  all  they  buy  ? 

On  the  other  hand,  the  fame  principle  feems  to  fly  to  the  aflifl- 
ance  of  trade,  -when  the  balance  becomes  unfavourable,  as  it  vir- 
tually diminifhes  to  ftrangers  the  price  of  all  our  commodities,  by 
raiflng  in  our  market  the  value  of  that  commodity,  (bullion) 
which  they  muft  give  as  the  price  of  what  they  buy. 

This  may  fuflice,  in  general,  upon  exportation.  It  is  a hint 
from  a perfon  not  verfed  in  commerce ; and  as  fuch  it  is  humbly 
fubmitted. 

I now  pafs  to  the  fecond  part  of  this  operation,  to  wit,  the  in- 
fluence which  the  impofition  of  coinage  has  upon  the  interefts  of 
trade,  when  the  queftion  is  to  purchafe  the  commodities  of  other 
countries.  Thefe  operations  are  quite  diflerent,  and  in  examining 
this  theory  they  muft  be  carefully  diftinguilhed. 

We  have  feeii  how  the  impofition  of  coinage,  during  the  favour- 
able balance  of  trade,  procures  to  the  nation  an  advanced  price 
upon  the  fale  of  her  exports.  As  long  as  it  remains  favourable,  it- 
muft  produce  the  fame  good  efiedt  with  regard  to  her  importa- 
tions, by  finking  at  home  the  price  of  the  bullion  with  which  flie 
muft  pay  for  them.  Bullion  m-uft  become  cheap  in  the  Englifli 
market,  in  proportion  as  the  balance  of  her  trade  is  favourable,  and 
in  proportion  as  it  is  cheaper  there  than  in  other  nations  (with 
refpecT  to  their  refpedlive  coins)  in  the  fame  proportion,  the  nation 
has  an  advantage  in  paying  what  flie  buys,  or  in  employing  her 
bullion  for  extending  the  fund  of  her  own  commerce. 

Upon  the  other  hand,  fhould  the  balance  of  her  trade  turn 
againft  her,  her  bullion  rifes.  This  renders  the  price  of  all  fo- 
reign merchandize  dearer  to  the  importers  than  otherwife  they 
would  be  ; becaufe  they  muft  pay  them  in  bullion.  But  this  lofs 
is  at  prefent  conftantly  incurred ; and  when  incurred,  is  not  tia- 
fional,  the  national  lofs  is  upon  the  balance  of  the  trade ; but  whether 
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1 -a  balance  be  paid  in  bullion  at  the  mint  price,  or  in  bullion  at 
the  price  of  coin,  the  balance  of  the  trade  is  juft  the  fame.  Now, 
if  this  wrong  balance  (which  I here  fuppofe  to  proceed  only  from 
helmlts  exceeding  the  exports  npon  trade  in  general)  renders 
Se  r^tafe  of  foreign  commodities  dearer  - . “ercha“^ 
ttboiit  coftin»  more  to  the  nation ; is  not  this,  fo  far  ad  a 
mgeons  that  it  difcourages  importations,  juft  at  the  time  t ey 
ought  to  be  difcouraged,  and  thereby  may  und  to  fet  the  balance 

'"Xfl  have  endeavoured  to  analize  the  influence  of  this  prin- 
cipt  in  the  four  cafes  ; to  wit,  upon  exportation  and 

a favourable  and  unfavourable  balance  of  trade.  Thefe  dif- 
ferent combinations  muft  always  be  examined  feparately.  or  eife 

obfcurity  and  confufion  will  enfue.  , 

we  Juftalfoobferve,  that  there  are  ftill  other  combinations  to 

be  attended  to,  although  it  be  fuperfluous  “ 
to  them  i becaufe  the  variations  proceeding  from  them  are  fe 
evident.  I mean,  that  this  queftion  may  be  confidered  as  relatwe 
to  a nation  which  has  coinage  free,  with  refned  to  another  nation 
where  that  duty  is  impofed.  In  this  cafe  we  my  decide,  th.t  as 
fa-  as  the  fituation  of  the  latter  is  advantageous,  fo  far  muft  tha 

of  the  former  be  difadvantageous,  and  Slice 

The  queftion  may  alfo  be  confidered  in  relation  to  countries  who 
have  either  the  duty  on  coinage  the  fame,  or  different.  When  they 
have  the  fame,  there  can  be  no  advantage  on  either  fide ; excepting 
inthis  refpea,  that  the  nation  which  has,  upon  an  averay,  the 
balance  of  trade  in  her  favour,  will  thereby  render  by  trade  ftill 
more  favourable  than  it  would  be,  were  the  coinage  free  on  both 

From  which  we  may  conclude,  that  the  more  a nayn  has  the  Tfeinow 
advantage  in  point  of  trade,  the  more  it  is  herintereft  to  impofe^,„„„b,  ,,,, 
the  duty  of  coinage.  When  the  impofition  ia  unequal  in  the  two 
coumries.  I apprehend  that  the  countiT  wnicn  lays  thefmalM^^ 
duty  upon  her  coinage,  may  be  confidered  as  ha\ing  it  a coioage. 
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free,  and  that  the  otii&r  may  be  coniidered  as  impofing  no  more 
than  the  difference. 

Upon  thefe  principles  muft  the  qneftion  here  propofed  be  re- 
lolved.  They  never  can  decide  as  to  the  matter  of  faft,  to  wit, 
whether  the  French  trade  is.  hurtful  or  lucrative ; all  we  are  war- 
ranted to  conclude  from  them  is,  that  the  trade  of  Great  Britain 
would  be  more  advantageous  with  France  than  it  is,  were  a duty 
on  coinage,  to  be  laid  in  England  as  high  as  there.  In  that  fenfe. 

we  may  fay,  that  the  apparent  lofs  by  exchange  is  a proof  that 
com  IS  commonly  dearer  in  France  than  in  England  ; from  which 
a lofs  may  be  implied  ; hut  the  lofs  upon  exchange  no  way  denotes 
^ the  degree  of  lofs  upon  the  trade,  and  much  lefs  does  it  certify 
that  the  balance  upon  the  whole  is  againft  Great  Britain. 


CHAP.  IV. 


Of  the  different  methods  of  imfofing  coinage  ; and  of  the  influence 
they  reffeStimly  have  upon  the  value  of  the  money-unit,  and  upon 
tha  dpmefiic  interefts  of  the  nation. 

Two  ways  ^T^  HERE  are  two  wavs  of 

of  impofing  I,  or  impohng  coinage;  one  by  po- 

coinage  4 W law,  and  by  tte  force  of  that  authority  which  is 

w lere  lodged  in  the  legiflature  ; the  other,  which  is  more  gende 
renders  the  impofit.on  almoft  infenfible,  and  is  effectuated  by  the 
influence  or  tne  principles  of  commerce.  ^ ^ 

By  the  one  and  the  other  the  fame  end  may  be  obtained  • with 
t IS  difference;  that  all  circumftances  muft  yield  to  the  force  of 
authority;  and  when  this  is  employed,  coinage  is  impofed  as  a 
tax  upon  com,  m fpiglit  of  all  re.aftance;  whereas  in  the 
cafe,  the  effect  takes  place  by  degrees  - it  is  no  ^ " 

but  itis  liable  to  interruptions.;  and  therefore,  upon  a gLeral're- 

coinage 
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eoinage  of  all  the  fpe:ie  of  a nation,  it  is  not  fo  eiteAual  as  the 
fiiil  5 although  it  may  anfwer  perfectly  well  for  fupporting  a fund 
of  good  fpecie,  and  for  replacing  all  the  diminutions  it  may  fuffer. 
from  melting  down  or  exportation. 

I fhali  now  give  examples  of  the  one  and  the  other  method : I phn  laid 
fliall  point  out  fome  of  the  confequences  w^hich  attend  both : 1 fliall 
chalk  out  a rough  draught  of  the  principles,  %vhich  may  be  ap- 
plied in  forming  a plan  for  laying  on  that  impofition  in  the  Englifti 
mint : and  lafl  of  all,  I fhali  Ihew  how  the  experiment  may  be 
made,. 

Were  the  government  of  England  to  call  in,  at  prefent,  all  the  how  coin- 
coin  in  the  nation,  in  order  to  be  recoined,  and  to  fix  the  mint  price 

of  it,  as  gold  and  filver  flandard  bullion,  at per  cent:,  below  the^^'^^®”h» 

value  of  the  new  coin;  this  would  beimpofmgcoinagebypofl- 
tive  la’w  ; and  being  an  arbitrary  operation  upon  the  coin  of  the  . 
nation,  could  not  fail  of  influencing  the  value  of  the  moneymnit- 

Were  the  government,  on  the  other  hand,  to  give  orders  to  the  How  by  * 
mint,  to  pay  gold  and  filver  bullion  for  the  future,  no  dearer  than^°“^^°^* 

per  cent,  below  the  coin,  this  would-be  ho  arbitrary  operation 


on  the.  coin  of  the  nation,  and  would  not  (as  I imagine)  influence 
the  value  of  the  money-unit,  although  it  might  fink  the  price  of 
bullion,  by  the  influence  of  the  principles  of  commerce. 

The  different  confequences  of  thefe  two  methods  of  impofing 
coinage  are  now  to  be  explained- 

Were  England,  during  a war,  or  at  any  time  when  the  balance  of  when  by 
her  trade  is  unfavourable,  to  impofe  coinage  by  law,  in  the  manner^ h’ 
propofed,  the  confequence  would  be,  that  all  the  fpecie  in  Great  ^onfe- 
Britain,  or  at  leafl;  a confiderable  part  of  iu  might  poffibly 
melted  down,  and  fold  in  the  market  for  bills  of  exchange.  In 
a nation  of  trade,  where  credit  is  fo  extenfively  and  folidly  efta- 
blifhed,  there  would,  in  fuch  a- cafe,  be  no  difficulty  to  find  anrhemetak 
outlet  abroad  for  all  the  metals  in  the  kingdom  ;,  becaufe  then 
every  thing  vrould  be  confidered  as  profit^  which  was  lets  than 
tire  — — per  cent,  lofs  in  carrying  the  coin  to  the  mint.. 


If 
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If  it  is  objeded,  that  this  plan  has  been  many  times  executed 
in  France,  particularly  in  1709,  and  1726,  without  any  fuch  incon- 
veniences ; I anfwer,  as  1 have  done  upon  other  occafions,  circum- 
ftances  are  to  be  examined. 

How,  la  Upon  fuch  occafions,  in  France,  the  coin  is  ordered  to  the  mint, 
France,  this penalties  againft  thofe  who  fliall  not  obey;  melting  down  is 
in  fome  ftriclly  inquired  into,  and  feverely  punifhed ; all  the  roads  which 
meafure.  foreign  Countries  are  befet  with  guards,  and  no  coin  is  fuf- 

fered  to  be  exported  ; all  debts  may  be  demanded  in  coin ; and  all 
internal  commerce  is  carried  on  with  fpecie. 

This  is  a violent  method  of  impofing  a tax  upon  all  the  coin  in 
the  nation  ; and  the  general  coinage  is  made  with  no  other  inten- 
tion. In  the  coinage  1709,  this  tax  amounted  to  cent. 

(Dutot,  Vol.  I.  p.  104.) 

French  poll-  Under  thefe  circumfiances,  it  is  very  evident,  that  thofe  who 
have  coin  or  bullion  muft  either  carry  it  to  the  mint,  or  bury  it: 
generally  middle  cotirfe  to  be  followed. 

underltood.  , r-  • • r i 

Let  me  here  obferve  by  the  bye,  how  frequent  it  is  to  lee  people 
blame  the  greateft  minifters  ralhly,  and  impute  to  them  the  mofl; 
abfurd  opinions  concerning  the  moft  fimple  matters.  How  much 
have  the  minifters  of  France  been  laugh’d  at,  for  pretending  to  for- 
bid the  exportation  of  coin,  to  pay  the  balance  of  their  trade  ? 
They  did  not  forbid  the  exportation  of  the  coin  for  paying  of  their 
debts:  On  the  contrary,  the  King  has  fometimes  had  his  bank- 
ers, whofe  bufinefs  it  was  to  fend  coin  to  Holland  for  that  purpofe^ 
as  we  lhall  explain  in  another  place.  This,  I think,  is  common 
fenfe. 

If  the  ridicule  is  turned  againft  thofe  ftates,  who  forbid  the 
melting  down  and  exportation  of  coin,  wdiere  coinage  is  free,  I 
muft  alfo  make  anfwer,  that  there  the  prohibition  is  laid  on,  to  fave 
to  government  the  expence  of  perpetually  recoining  what  is  melted 
down,  or  of  coining  the  foreign  fpecie,  imported  in  return  for 
that  of  the  nation  which  has  been  exported  without  neceftity. 


Let 
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Let  Ais  next  examine  the  coniequence  of  impofing  coinage  by 
law,  when  the  plan  is  fo  laid  down  (no  matter  how)  as  not  to  be 

frudrated  by  the  total  defertion  of  the  mint. 

Is  it  not  evident,-  from  the  principles  laid  down  in  the  firft  chap- how  com - 
ter,  that,  in  this  cafe,  the  value  of  tne  com  mnft  rife,  noc  on  y 
wkh  refpea  to  bullion,  but  with  refpea  to  every  commodity:  oroJjnUnd^ 
in  other  words,  that  the  prices  of  commodities  mmx  fall  unwer-  ties, 
fally  with  refpea  to  the  denominations  of  the  coin.  For^who  . 
will  pay  the  fame  price  for  a commodity , after  he  has  been  obuged 

to  pay percera.  to  purchafe  the  price  with  which  he  mmft 

buy  i But  the  moment  the  great  operation  of  the  general  coinage 
is  over,  and  that  trade  begins  to  work  its  formei  effcas,  wnde 
the  balance  of  it  is  fuppofed  to  remain  unfavourable,  all  prices 
will  return  to  their  former  rate,  with  regard  to  the  denomunations 
of  the  coin,  by  the  operation  of  another  principle.  The  new  com 
procured  at  fo  much  cod  will  then  fall  to  the  price  of  bullion  j 
that  is  to  fay,  ail  the  price  paid  for  coinage  will  be  lod,  and 
confequently  money  will  return  to  its  former  value  ; or  in  other 
words,  prices  will  be  made  to  rife  to  their  former  height ; becaufe 
then  no  body  wdll  be  obliged  to  pay  — cent,  to  procure  the  price. 

Now,  it  is  the  efiba  operated  upon  prices  by  the  return  of  a fa-  a cafe  not 
vourable  balance,  when  coin  regains  an  advanced  price  above  bul-  ^ 
lion  bv  the  induence  of  commerce,  v/hich  my  theory  does  not  theory  but 
reach  to.  I cannot  difcover  a principle,  which  can  force  txie  prices  verified  by 
of  articles  of  inland  corfumption  to  fall  and  duauate  with  the  prices  experiment, 
of  bullion  ; becaufe  I dnd  them  too  clofely  attached  to  the  deno- 
minations of  the  coin  ; and  that  foreign  commerce  has  not  fudi- 
cient  induence  upon  them.  As  that  combination  is  beyond  my 
reach  to  extricate,  I leave  it  to  the  decifion  of  experiment. 

Here  a plain  objeaion  occurs  againd  what  has  been  faid  in  thi*  An  objedion 
twelfth  chapter  of  the  fird  part,  viz.  That  the  wearing  of  the 
lifli  coin  has  the  effek  of  raifmg  the  price  of  corn  in  the  market, 
which  would  be  made  to  fall  upon  a reditiition  of  the  coin  to  legal 
weight.  But  the  anfwer  is  plain.  In  the  former  cafe,  the  dimi- 
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nution  of  the  value  of  the  coin  was  fuppofed  real  and  permanent ; 
7hich  cafe,  with  time,  it  works  its  eRecls  of  railing  prices 
ithout  doubt : but  here  the  augmentation  is  not  leal,  and  tne 
fluctuations  of  the  value  of  the  coin  with  refpect  to  bunion,  are 
both  imperceptible  to  any  but  merchants,  and  at  the  fame  time 
fo  uncertain,  that  they  have  not  time  to  work  their  effecls  upon 
the  price  of  other  commodities. 

Were  a balance  of  trade  to  continue  long  favourable,  and  were 
coin  to  preferve,  during  all  that  time,  the  fame  advanced  value 
"with  regard  to  bullion^  in  that  cafe  I have  little  doubt  but  the  value 
of  that  imiverfal  commodity  (bullion)  in  conjuncTion  v/ith  the 
operations  and  influence  of  foreign  commerce,  might  reach  inland 
markets,  and  reduce  the  price  of  commodities.  But  this  is  fel- 
dom  the  cafe  (as  I ani  apt  to  believe,)  and  in  proportion  as  it  is  fo, 
more  or  lefs,  will  a duty  on  coinage  influence  the  price  of  com- 
modities. 

Coinage  therefore  ought,  upon  many  occafions,  to  be  confidered 
as  afiecfling  immediately  the  price  of  bullion  only,  and  that  of  com- 
modities indirectly : whereas  the  diminution  of  the  intrinfic  value 
of  the  coin,  by  immediately  afFecfling  price ^ muft  confequently  af- 
fecfl  the  rate  of  every  thing  which  is  given  for  it. 

Let  us  next  examine  the  confequence  of  impofing  coinage  by 
the  influence  of  the  principles  of  commerce. 

Confequence  The  method  here  is  to  leave  every  one  free  to  do  with  their  coin, 
of  Snaar  or  with  their  bullion,  what  they  pleafe.  Do  they  incline  to  melt 
down  or  export  the  coin,  they  may  have  entire  liberty  to  do  it:  no 
penalty  ought  to  be  impofed,  other  than  that  which  will  neceflarily 
follow,  viz.  the  expence  of  procuring  new'  coin. 

In  order  to  make  our  reafoning  here  more  diflincT,  let  us  form 
a fuppofition  with  regard  to  a new  regulation  of  the  Britifli 
coin.  * 

The  prefent  confufion  has  convinced  every  man,  that  a reforma- 
tion of  the  coin  is  neceflary ; and  the  opinions  of  thofe  who  have 
writ  beft  upon  that  fubject  feem  to  be  divided  upon  one  main  ar- 
ticle. 


Coinage  af- 
fects the 
price  of 
bullion  im- 
mediately ; 
and  that  of 
commodi- 
ties indi- 
reftiy. 


impofed 
with  con 
fent. 
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tide.  The  metals  are  difproportioned  in  the  coin,  the  gold  being 
thereto  the  filver,  as  i to  15.21,  inftead  of  being  as  i to  14.5^^  By 
law,  US  grains  of  gold  are  made  equal  to  1718.7  grains  of  iilver. 

One  party  would  have  the  filver  adjufted  to  the  gold  ; the  other 
would  have  the  gold  adjufied  to  the  filver.  This  is  the  queftion,  in 
a few  words.  Now,  fuppofe  a middle  courfe  were  taken,  and  that 
the  ftandard  were  to  be  fixed  at  the  mean  proportion  of  thefe  two 
values  ; that  is,  at  the  value  of  the  half  of  1718.7  grains  fine 
filver  added  to  the  half  of  1 1 3 grams  fine  gold  ; which,  in  the 
firft  part  of  this  book,  we  have  fliewn,  by  many  arguments,  to  be 
the  only  method  of  preferving  an  equality  m the  money-unit  ; 
this  will  make  the  new  pound  confift  of  1678.6  grains  of  fine  fib 
ver,  and  1 15.77  grains  fine  gold  : and  this  is  alfo  a fort  of  medium 

between  the  two  opinions. 

At  that  rate,  the  pound  troy  ftandard  filver  mull  be  coined  mto 
63  Ihillings  and  6 pence,  and  the  pound  troy  ftandard  gold  into 
46  guineas,  or  pound-pieces,  each  worth  20  ftiillings. 

Now,  if  upon  both  fpecies  8 per  cent,  coinage  were  impofed, 

(for  as  all  this  is  a pure  fuppofition,  it  is  no  matter  at  what  rate 
the  coinage  be  ftated)  then  the  mint  price  of  the  pound  troy  fine 
filver  muft  be  fixed  at  63  14  d.  and  the  mint  price  of  a pound 

troy  of  fine  gold  at  45  5 ^ ftcrling. 

Suppofe  then  (as  an  example)  that  the  mint  price  of  fine  That  but- 
bullion  Ihould  be  fixed  at  8 -per  cent,  below  the  coin  in  England  ; ““ 
What  principle  could  oblige  people  to  carry  bullion  to  be  coined  tie 

I anfwer,  When  the  balance  of  trade  is  favourable  for  England,  fe^our- 
that  balance  muft  fooner  or  later  be  paid  in  buhion.  Ie  trade  ftall 
continues  favourable,  after  the  firft  balance  is  paid,  w’nat  ufe  can 
thofe  who  have  the  bullion  make  of  it,  if  there  be  no  demand  for 
it  to  work  it  into  plate  ? To  export  it,  by  empioxing  it  in  ti.ade, 
does  not  remove  the  difficulty  ; becaufe,  while  the  baiance  ftands 
favourable,  export  as  much  as  you  will,  more  bunion  muit  entei 
than  it  is  poflible  to  export,  in  the  way  of  trade ; toi  we  ao  not 

fuppofe  that  in  exporting  it,  it  is  to  be  given  away  grans.  The 

p 2 bullion, 
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bullion,  therefore,  not  being  demanded  for  exportation  ; not  being'; 


owner  one  way  or  other.  For  this  purpofe  it  mull  be  lent,  or  em- 
ployed within  the  country  for  piirchafing  fome  fort  of  effects  wnich 
produce  an  income.  For  this  purpofe  the  bullion  mull  be  coined, 
in  order  to  render  it  capable  of  circulation,  and.  of  becoming  price. 

At  all  times,  therefore,  when  in  a country  there  is  bullion,  not 
demanded  asTuch,  the  proprietor  carries  it  to  the  mint,  he  fells  it 
at  the  mint  price  ; and  as  this  mint  price  is  Rated  at  8 per  cent,  be- 
low the  price  of  coin,  he  gives  it  for  the  price  he  can  get  for  it ; 
this  he  does  without  regret,  becaufe,  if  nest  day  he  fhould  want 
to  change  his  coin  into  bullion  again,  he  will  find  it  in  the  market 
at  the  fame  value. 

If  it  be  farther  objected,  that  rather  than  carry  it  to  the  mint  at 
8 per  cent,  difcount,  people  -will  lend  it  to  foreigners  : I anfwer,  that 
if  it  be  lent  to  foreigners,  this  lending  will  turn  what  v/e  call  the 
balance  of  trade  againfi;  England,  and  then  certainly  no  body  will 
carry  bullion  to  be  coined ; for  in  which  ever  way  it  happens  that 
more  bullion  is  exported  than  is  imported,  in  every  cafe  the  price 
of  exchange  and  of  bullion  mnft  rife  ; and  this  is  conftantly  con- 
firucled,  though  very  improperly,  as  a balance  of  trade  againfi; 
England ; which,  to  mention  it  by  the  bye,  is  another  reafon  to 
prove  how  ill  people  judge  of  the  profperity  of  trade  by  the  courfe 
of  exchange,  fince  the  lending  of  money,  as  well  as  the  paying 
of  debts,  equally  turns  exchange  againfi;  the  country. 

Bullion,  therefore,  never  wnli  be  carried  to  the  mint,  when  it 
can  be  difpofed  of  above  the  mint  price ; and  both  theory  and  ex- 
perience, over  all  Europe,  where,  England  excepted,  coinage  is 
impofed,  proves,  that  bullion  i&  carried  to-  the  mint,  and  fold  be- 
low the  price  of  coin,  weight  for  weight  of  equal  finenefs. 


By  fixing  the  mint  price  at  8 per  cent,  below  the  value  of  the  coin 


may  be  al- 
lowed to 
vary. 


be  lodged  fomewhere,  by  the  Rate,  to  make  deviations  from  the 

Randard 
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flandard  price.  A war  breaks  out;  large  quantities  of  coin  are 
exported;  fpecie  becomes  fcarce : May  not  the  date,  atfuchatim., 
deliver  coin  at  the  mint  at  the  current  price  of  the  bullion  . et 
matters  come  to  the  worft,  the  price  can  never  poffiDly  rife  above 
the  prefent  value,  to  wit,  that  of  the  com,  when  it  is  prefeive  a 
its  true  weight.  If  peace  returns,  and  trade  becomes  ravourab.e 
the  mint  may  then  be  ordered  to  fink  its  price,  in  proportmn  to 
circumftances.  In  fliort,  the  mint  may  receive  bullion  at^diffemn 
oi-ices  at  different  times,  without  occafiomng  the  fmallefi  con- 
fufion  by  fuch  variations  in  the  intrinfic  value  of  the  current  ipecie,. 
which  muft  conftantly  be  the  fame.  It  is  of  no  confequenve  to 
any  perfon  who  receives  it,  whether  the  coinage  coils  notning,  or, 
whether  it  colls  8-  f>er  cent. 

By  this  method  of  impofing  coinage,  all  the  advantages  reap  j I„a„ 
bv  France  may  be  reaped  by  England.  The  bullion  will  be 
tJf“ow  as  with  them'  when  trade  is  favourable.  If  it  ^ 

xipona  wrong  balance, _ the  mint  need  not  be  Hopped,,  imcafe  com  co.inodi- 
be  found  wanting  for  the  nfes  of  the  Hate  ; and  .when  that  necei-j^g  f ^h^- 
fary  demand  is  fatisfied,  the  mint  price  may  be  reduced  again.  -- 

I do  not  fee  how  the  value  of  the  pound  fterling  can  be  any- 
wife  influenced  by  this  plan  of  impofmg  coinage:  becaufe  the 
impofition  is  not  arbitrary  ; nor  can  it  either  add  to  or  take  from:, 
the  mafs  of  the  metals  appointed  by  flamte  to  enter  into  the  coin.- 

The  only  poflible  influence  coinage  can  have  upon  the  value  of 
the  pound  flerllng,  is  by  lowering  the  price  of  commouities.  11"  k 
has  this  effecT,  1 Hill  agree  that  it  is  the  fame  thing^as  if  an  addi- 
tion were  made  to  the  metals  in  the  coin.  Experience  alone  v/ill 
refolve  the  qneftion : and  if  by  this  it  is  found  that  prices  are 
not  afi’ecTed  by  it,  then  we  may  fafely  declare,  that  no  variation 
has  been  occafioned  in  the  value  of  the  money-unit,  and  confe-. 
quently  no  injury  done  to  any  intereft  within  the  ftate. 

This  propofition,  however,  requires  fome  limitations.  The 
prices  of  commodities,  certainly,  will  not  be  aiFecfled  nnmediately  hj 
the  impofition  of  coinage,  in  the.  way  it  has.  been  propofed  to  lay 
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it  on  ; but  I do  not  fay  that,  upon  fome  occafions,  they  may  not 
be  afFected  by  flow  degrees. 

When  the  balance  of  trade  at  any  time  has  flood  long  favour- 
able for  England  ; when  the  coin  has  remained  long  confiderably 
above  the  price  of  bullion  ; and  when,  confequently,  the  mint  has 
been  well  employed  ; then  the  value  of  commodities,  as  has  been 
faid,  may  become  influenced  by  the  operations  of  foreign  com- 
merce, and  be  funk  in  their  price.  Yet  even  here  this  confequence 
is  by  no  means  certain  j for  this  reafon,  that  what  turns  the  balance 
of  trade  in  favour  of  a nation  is  the  demand  which  foreign  mar- 
kets make  for  her  commodities  ; now  this  demand,  as  it  raifes  the 
value  of  her  coin  above  her  bullion,  fo  it  raifes  the  price  of  her 
commodities,  by  increafing  foreign  competition  to  acquire  them. 

Thefe  combinations  are  very  intricate,  and  more  properly  belong 
to  the  docTrine  of  commerce  than  to  that  which  we  are  now  upon. 

I have  thrown  them  in  here,  for  the  fake  of  extending  the  prefent 
theory  a little  farther,  and  for  enabling  us  to  account  for  apnear- 
ances  which  may  happen  upon  the  impofition  of  coinage,  fup- 
pofing  It  flioiild  be  thought  proper  to  make  the  experiment. 


CHAP.  V, 

How  an  Experiment  may  be  made  to  difcover  •with  Certainty  the 
real  EffeSis  of  the  Impofition  of  Coinage. 

fE  have  dwelt  very  long  upon  this  part  of  our  fubjeft  and 
after  all  our  endeavours  to  elucidate  the  principles  which 
ought  to  decide  whether  or  not  the  impofition  of  coinage  will  raife 
the  value  of  the  pound  fterling,  in  a kingdom  which,  like  Great 
Britain,  is  m a mercantile  correfpondence  with  nations  where 
that  duty  is  introduced,  we  have  ftill  been  obliged  to  leave  the  final 
dcciuon  of  tne  queflion  to  an  experiment. 
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By  tli3-t  alone  it  will  be  clearly  difeovered,  wliether  coxnage  will 
have  the  elFecI;,  imo,  of  finking  the  prices  of  commodities,  to  the 
prejudice  of  manufacturers  ; of  raifmgthe  price  of  the  pound 
fterling,  to  the  prejudice  of  all  the  claffes  of  debtors  within  the 
nation  and  itio,  of  hurting  trade,  by  putting  England  under  the 
neceffity  of  felling  dearer,  without  being  able  to  fell  as  che'ap  as 
before  : or  whether  commodities  will  remain  at  their  former  prices  j 
the  pound  fterling  at  the  fame  value  ; and  England  be  enabled  to 
fell  dearer  to  foreigners,  when  her  commerce  is  favourable,  with- 
out being  obliged  upon  other  occalions  to  fell  one  bit  dealer  than 

at  prefent. 

I Ihall  now  give  a hint  concerning  a proper  method  of  making 
the  experiment. 

Suppofe  peace  * rellored,  and  a balance  of  trade  favourable  to  Eng-  The  plan  of 
land;  that  government  Ihall  take  the  refolution  to  fet  about  the p^. 
reformation  of  the  coin ; that  they  Ihall  publifli  the  plan  of  re- 
formation  three  years  before  it  is  intended  to  commence,  according 
to  what  was  propofed  in  the  14th  chapter  of  the  firll  part;  that 
they  Ihall  make  a change  in  the  mean  tiuie  upon  the  regulation 
of  the  mint,  by  ordering  all  Elver  coin,  and  all  guineas,  except  thofe 
of  George  II.  to  pafs  by  weight ; that  Ihillings  fhall  be  ordered  to  be 
coined  at  6^  in  the  pound  troy;  the  mint  price,  when  at  par  with 
the  coin,  remaining  as  at  prefent  with  regard  to  the  gold,  and 
raifed  to  65  new  pence  fer  ounce  with  regard  to  the  filver.  This, 

I imagine,  will  furnifli  fpecie  fufficient  to  the  nation,  and  will  make 
no  change  upon  the  value  of  the  pound  fterling  at  prefent. 

So  foon  as  there  Ihall  be  a few  millions  of  fiiver  coined  free,  let  The  confe- 
the  mint  price  both  of  gold  and  filver  be  diminifhed,  fuppofe  4 STs^winL 
cent.  This,  I imagine,  will  in  a fnort  time  give  an  advanced  price 
to  coin,  and  fink  the  price  of  bullion;  which  will  have  the  effect  from  abroad, 
of  recalling  all  the  guineas  of  the  late  King  from  Holland  and 
Flanders  ; becaufe  coin  being  then  dearer  than  bullion  in  England, 
people  will  choofe  to  fend  over  current  guineas  to  pay  their  Englilh 

* Written  in  the  year  1761. 
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debts,  rather  than  to  remit  bills  of  exchange.  This  circumnance 
will  naturally  itop  the  coining  of  gold  for  Lome  time  ; but  if  the 
balance  of  trade  fnall  continue  favourable,  the  mint  muft,  in  time, 
be  fet  a-going. 

During  this  During  this  period,  a ftricf  attention  muft  be  had  to  the  Rate  of 
TdoklucL  prices.  It  is  plain,  that  flopping  the  coining  nf  gold  ought  not  to 

tion  muft  be  dicm  fnk  ; fiiice  the  daily  augmentation  upon  the  quantity 

. had  to  the 
rate  of 
-prices. 


And  if  they 
a'ary,  how- 
to difcover 
ahe  true 
.-caufe  of  it. 


of  the  goldeoin  from  abroad  (which  wilbnot  coft  any  coinage)  wdll, 
1 imagine,  be  fufficient  to  compenfate  it.  If,  therefore,  prices  fliali 
be  found  to  fink  notwithftanding,  this  effect  muft  proceed  from  a 
combination  among  the  merchants.  An  intelligent  flatefman  will 
quickly  difcover  the  true  ftate  of  the  cafe. 

If  the  finking  of  the  price  is  a neceffary  confequence  of  the  imr 
pofition  of  coinage,  it  will  perhaps  manifefl  itfelf  by  the  following 
fymptoms:  imo,  The  profit  of  the  Englifh  merchants  upon  goods 
expoixcd  will  be  the  fame  as  before.  2do,  The  price  of  the  goods 
exported  will  be  the  fame  as  before  in  foreign  markets.  And  3/U, 
Exchange  will  mark  as  many  per  cent,  favourable  for  England  as 
goods  will  have  fallen  in  their  price  at  home. 

If  the  fail  of  the  prices  be  forced,  by  a combination  among  the 
merchants,  their  profits  will  be  greater  ; and  very  probably  no 
variation  will  appear  upon  the  exchange  in  favour  of  England. 

Eet,  therefore,  the  courfe  of  exchange  he  attended  to,  and  by 
this  dhe  minifter  will  be  able  to  judge,  when  filver  and  gold  are 
to  be  brought  to  the  mint.  The  moment  exchange,  and  .the  price 
of  bullion  in  the  London  market,  fhall  fliew  that  coin  is  near  the 
full  price  of  coinage  above  the  price  of  bullion,  then  the  time  ap- 
^-oaches  when  the  mint  is  to  be  fet  a-going. 

Fartheccon-  1^  to  no  purpofc  to  pretend  to  prognofticate  the  effeff  of  this 
ft^jences^  of  policy  of  the  Englifh  mint.  Effects  it  will  certainly 

produce,  Vvdiich  every  one  will  interpret  according  as  their  intereft 
may  diffate  to  them.  But  the  principles  of  trade  are  now  too 
well  known.  Englifli  miniflexs  are  too  well  inftructed  in  the  theory 
of  it,  and  too  fliarp-fighted  to  be  deceived  by  appearances.  A trial 
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q£  years  will  render  the  confetjnences  of  this  iimovatioii  i 

perfeclily  dear  ,-  and  before  the  great-reform  takes  place,  the 
ciples  will  be  fo  well  confirmed,-  as  not  to  leave  a -lhadow  of 
doubt  concerning  the  courfe  which  ds  beft  to  be  followed. 

The  filver  coined  in  the  interval,  at.6y  ihillings.in  the  pound  troy, 
may  then  be  rated  at  its  juft  value,  in  proportion  to  the  new  pound  t 
fterling,  and  may  form  a denomination  by  itfelf,-  eafily  to  be  diftm- 
guiflied  by  theftamp.  If  it  Ihould  happen  to  fall  into  inconvenient  . 
fradions,  let  it  be  called- in,  and- received  at  the  mint  above  the  - 
rate  of  other  bullion : the  lofs  will  not  be  confiderable  ; and  it  < 
cannot  be.  expeded  that  any  plan  can  be  propofed  which  is  liable 

to  none.  , 

Another  method  is,  to  coin,  during  the  interval  of  the  three 
years,  fhillings  of  the  weight  adapted  to  the  new  regulation,  and 
to  give  them  a value  proportioned  to  the  prefent  currency,  in  the 
mean  time,  . 

In  whatever  way  the  experiment  be  made,  by  the  impofition  of 
the  price  of  coinage,  a great  expence  will  be  faved  to  the  ftate,  the 
expence  of  the  mint..  The  national  coin  will  be  kept  at  home, 
and  when  exported,  will  be  preferved  from  the  melting  pot;.  This^  - 
is  the  cafe  with  the  French  coin.  Why  are  louis  d’ors  worth  as  much 
as  guineas  in  many  foreign  countries  ? It  is  evident  that  they  are 
not  intrinfically  worth  fb  mucn  by  44-  cent,  but  they  are  vir- 
tually foin  the  eyes  of  money-jobbers  ; becaufe,  being  exported  - 
from  France  while  coin  is  fallen  low  by  a wrong,  balance  of 
i-j.g^4e,  they  ftill  retain  an  auvanced  value,  for  this  reafon.,  that 
when  fent  back,  upon  a revolution  in  trade,  they  are  better  than 
bullion,  ,by  all  the  advanced  price  of  the  French  coin,  at  a time 
when  thmr  balance  becomes ' favourable  ; and  for  this  reafon  they 
are  fought  for,'  and  are  paid  for  in  proportion : whereas  any-brd- 
" lion,  or  any  coin  whatfoever,  is  as  good  to  fend  to  England  as  her 
own  proper  fpeeie  ; which  occafionsithe  guineas  to  be  melted  down.  ^ 
without  the  fmalleft  regret. 
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R Be  a ™ ^ ” 

mate  .he  coined  ill  England  and  in  France,  ^ . 


wealth  of  a 
nation 


ney  corned  m nngianu  p^^pje  commoniy  efti- 

nanoa  by  ties  coincd  witli  tlie  quantities  in  exil  r • • J 

if -.S’?  mate  the  tvealth  of  a nation  by  the 

Some  go  farther,  and  imagine  that  the  quanti  y t 
ney  is  the  feprefentation,  and  even  the  meahire  of  its  wealth. 
Icannot  be  of  this  opinion,  fbf  re  a Ions  which  i ha^  given  in  ano- 
nher  place  ; blit  I ihali  only  obferve  tiCre,  that  coin,  like  every  other 
; thing,  is  made  in  proportion  to  the  occafions  people  have  for  it.  ^ 
The  more  equality  there  is  betwee  n induftry  and  confumption  in 
r any  nation,  the  lefs  coin  they  have  occasion  for,  in  proportion  to 
s the  alienations  they  make  ; the  moire  a nation  is  given  to  penury 


, and  hoarding,  their  occafions  for  coin  are  proportionally  greater. 

An  example  will  make  this  plain..  Suppofe  two  markets  in  a 
-country,  where  paper  does  not  circulate  ; that  looo  people  come 
^to  the  one  to  fell,  in  order  to  buy  ; ttiat  yoo  refort  to  the  other,  with 
an  intention  only  to  fell,  and  yoo  others  only  to  buy.  In  the  lafl; 
oxample,  it  is  evident,  that  there  mtift  be  brought  to  market,  in 
Tpecie,  the  price  of  all  the  goods  ofFered  to  fale,  or  elfe  a part  muft 
u'emaiii  unfold : hut  in  the  firft  cafe,  a much  fmaller  proportion 
will  fuffice  ; becaufe  no  fooner  has  any  one  fold  the  goods  he  has, 
than  he  buys  from  another  what  he  has  occafion  for;  and  fo  the 
■fame  money  circulates  from  hand  to  hand,  fo  much,  that  if  we 
iuppofe  every  one  of  the  thoufand  perfons  to  fell  for  the  precife 
value  of  what  he  buys,  every  man  will  carry  home  the  fame  fum 
of  money  he,  had  in  his  pocket  on  coming  to  market.  Thofe  who 
begin  by  felling,  will  carry  home  their  own  coin  ; thofe  who  begin 
with  buying,  will  replace  what  they  had  with  the  coin  of  other 
people. 

In  proportion,  therefore,  to  the  trucks  of  commodities  for  conv 
modities,  money  is  the  lefs  necefTary  ; and  in  proportion  as  people 
fell,  in  order  to  realize,  coin  is  the  more  necelTary.  When  hoard- 
ing  was  in  fafiiion,  and  when  lending  upon  interell  was  little 


known, 
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known,  had  alienation  been  as  frequent  as  at  prefent,  the  total  of 
coin  mull  have  been  much  greater.  At  prefent  no  body  hoards, 
where  lending  at  intereft  is  lawful,  except  in  nations  where  credit 
is  precarious.  This  was  the  cafe  in  England  about  i6^s,  and  is 
perhaps  the  cafe  at  prefent  in  France  Hoarding  from  this  mo- 
tive is  more  hurtful  than  from  any  other  r becaufe,  at  the  fame 
time  that  it  deprives  the  public  of  a circulating  value,  by  prevent- 
ing the  lending  of  the.  coin  of  the  nation,  it  alfo  prevents  bullion 
from  being  lent  by  neighbouring  Hates,  and  from  being  carried  to 
the  mint  by  thofe  who  have  it  at  home.  Whereas  hoarding  from 
avarice  has  none  of  thefe  inconveniences  ; and  when  credit  is 
good,  there  will  always  be  found  coin  fufficient  j becaufe  a demand 
for  it  will  always  procure  it, 

Whv  is  there  fo  little  coin  in  England,  in  proportion  to  what  joff  as  we 

.-I  T,'-  T^r  can  eftimata: 

there  is  in  France?  Does  any  man  imagine  that  this  is  a marJc  or  a man’s 
poverty?  By  no  means.  Let. the  Hate  profcribe  the  currency 
paper  money,  the  coin  wilF  quickly  return  j becaufe  then  it  will  his  purfs. 
be  demanded.  But  at  prefent  the  paper  fupplies  its  place,  and  fo 
it  goes  abroad  in  order  to  gain  more ; whereas  in  France  it  remains 
at  home,  and  produces  nothing. . The -wealth  of  a nation  can  no 
more  be  eftimated  by  the  quantity  of  its  coin,  than  the  wealth  of 
private  people  by  the  weight  of  their  purfe.  Were  a perfon,  from 
that  circumflance,  to  calculate  the  wealth  of  the  Britifli  courtiers, 
alfembledat  the  Groom  Porter’s,  he  would  find  himfelf  grofsly, 
deceived  in  his  conclufions. 


G s 
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CHAP.  VJ. 

"Mifcellaneous  ^Meftions  and  Ohfervations  concerning  the  DoSirine 

of  Money  and  Coin, 

IN  deducing  the  principles-  of  ^every  branch  of'  politics,  it  is  of 
great  importance,  at  fetting  out,  to  treat  every  one  feparately ; 
to  avoid  intricate  combinations  of . circumftances  ; and  to  learn 
how.  to  diftinguifli  between  the  operations  of  the  general  principle 
‘ in  quefcioii,  and  the  influence  of  an  accidental  circumftance,  which 
i^^may  throw  the  decifiori  of  a particular  cafe  upon  a principle  dif- 
ferent from  that  upon  which  our  attention  is  fixed  at  the  time.  Let 
the  combination  and  complication  of  circumftances  be  ever  fo  great, 
all  and  every  one  oCthem  .conftantly  remain  under  the  influence 
of  one  principle  or  other. 

The  great  art,  therefore,  is  to  have  the  whole  plan  of  the  fcience 
fo  ready  at  command,  as  to  be  able  to  combine  and  apply  every 
principle  of  it  to  the  cafe  propofed. 

From  this  we  difcover  of  what  importance  it  is  to  he  exaftly  dn- 
fermed  as  to  fafts,  and  how  utterly  infufiicient  the  befl:’>theory  is 
in.  the  hands  of  any  perfon,  who  is  not  at  the  fame  time  a thorough 
practitioner  in  the  political  fcience. 

In  treating  of  the  application  of  principles  to  particular  cafes, 
we  mull  conftantly  go  upon  this 'hypothefis,  that  in  the  cafe 
propofed  there  are  no  unknown  circumftances,  which  may  be  re- 
pugnant to  the  exact  combination  of.  thofe  which  have  entred  into 
our  fuppofition. 

The  ufe,  therefore,  of  a mifcellaneous  chapter,  after  the  deduc- 
tion of  the  general  principles  is  over,  is  to  ferve  as  an  exercife 
UDon  them.  This  is  done  by  introducing  queftions  which  may 
tend  to  illuftrate  or  explain  the  matters  already  treated  of,  and 

which 
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which  have  not  been  introduced  in  the  body  of  the  worK,  for  fear 
of  rendering  combinations  too  complicated,  and  of  drawing  the 
attention  from  the  main  objea  of  inquir)^  When  a particular  ap- 
pearance, alfo,  feem^s  to  contradia  a known  principle,  that -appear- 
ance may  here  be  analized,  and  the  particularity  of  the  cafe  pointed 
out,  and  ranged  under  the  principle  which  influences  it.  Numbers 
of  obiec-dons  alfo  occur  to  readers  of  fuch  inquiries,  and  wmch 
even  naturally  occur  to  the  author  himfelf,  although  he  be  obliged 
to  take  no  notice  of  them  at  the  time,  for  fear  of  interrupting  his 
fubiea  ; thefe  may  properly  find  a place  in  a fubfidiary  chapmr. 

It  is,  however,  to  no  purpofe  to  attempt  to  exhauft  any  political 
Tub^edt.  The  combinations  of  circumflances  are  infinite ; and 
therefore  people  mull  content  themfelves  with  deducing  all  the 
principles  by  which  they  may  be  refolved,  leaving  the  reft  to  the 

reader’s  ingenuity.  ^ , , . 

Quest.  I.  The  firft  queftion  I fhall  propofe  for  iMuftratmg 

fiihieftfliaU  be.  Whence  it  comes  to  pafs  that  the  doflrine  of  mo-, he  joarins 
ney  is  fo  extremely  difficult  and  invoiveu  . appear  fo 

Ansxv.  This  I afcribe  chiefly  to  the  introduaion  of  a money- intricate  ? 
jargon,  employed  by  people  who  have  had  the  management^  of  AnRj._^Be- 
mints,  or  who  have  been  pradlical  merchants,  wdtliout  knowing  perplexed 
any  thing  of  the  theory  of  tlieir  bufinefs.  with  jcrgon. 

As  long  as  money  went  by  weight,  and  was  conliaered  as  gold  xhe  deno- 
and  filver  bullion,  the  whole  doftrine  of  it,  remained  clear  and  ““ 
intelligible  : but  the  introduaion  of  a numerary  value,  or  denomi- a>nfounded^ 
nations  of  money  of  accompt,  fometimes  attached  to  one  quantity  trjnfic  valus 
of  the  metals,  fometimes  to  another ; and  the  intereft  of  Princes,  o-  it- 
which  made  them  endeavour  to  perfuade  their  fubjeas  that  the 
ftamp  of  the  coin  was  fufScient  to  give  a value  to  it ; has  both  in- 
troduced an  unintelligible  language,  and  has  really  involved  the 
fubjea  with  fo  many  extraneous  circumflances,  that  when  we  con- 
fider  every  thing,  the  perplexity  is  not  much  to  be  wondered  at. 

I fhall  now  endeavour  to  reduce  all  thefe  perplexities  under  fome 
p;eneral  heads. 

imo,  The 
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different  in  them- 


ed as  f3fno- 
liitnous. 

"What  is 
meant  by 
meta/  P 

"What  by 
money  P 

What  by- 
£ain,P 


"What  by  ; 
iniUion.? 


The  terms 

metal,  mo-  jmo,.The  fiiff  is,  confounding  ideas  quite 

buIhoT^and  The  terms- and money  of  accompt,  coin,  bullion,  and 

price,  are  price',  are  often  underRood  and  made  life  of  as  fynoninious,  al- 

aif  confider- 

though  no  things  can  be  more  different. 

The  terms  goL?  a.nd  fiver  fhouid  convey  to  iismo  other  idea  than  ■ 
that  of  pure  phyhcal  fiibftances. 

That  of  money  of  accompt  reprefents  an  invariable  fcale  fonmea-  - 
furing  value. 

Cc»m  conveys  the  idea  of  the  public  authority  afeertaining  the- 
exact  proportion  of  fine  and  alloy  in  a mixed  metal,  and  the  real- 
izing, in  a determinate  weight  of  it,  the  invariable  fcale  of  money,  , 
fometimes'correclly,  fometimes  incorreclly. 

Bullion  :c-a.Yvit5  the  idea  of  certain  determinate  mixtures  of  the 
metals, , commonly  afeertained  by  fome  public  ftamp  or  other, 
and  drawing  their  value  exaflly  from  the  proportion  of  the  fine 

metals  they  contain,  the  worhmanfihip  being  confidered  as  of  no  ? 
value. 

Brice,  again,  when  confidered  as  confiftihg  in  coin,  is  a more 
complex  idea  ftill.  In  it  are  comprehended  the  value  of  the  metals  ; 
the  authority  of  the  fiamp  for  the  curreney  ; the  acRual  value  of 
the  coin  as  a manufaiSlure,  above  the  value  of  it  as  a metal ; the 
common  and  univerfal  equivalent  of  all  things  alienable  ,*  and  the 
mean  value  of  the  currency  of  which  is  fuppofed  to  contain 
exacR  aliquot  parts,  "when  perhaps  it  does  not. 

A he  idccts,  therefore,  oi  gold  fiver,  ofi  money,  of  coin,  bul- 
lion, and  of  price, ^ are  all  different ; they  are  , commonly  confound"  - 

ed,  both  in  fpeaking  and  in  writing -from,  this  arifes  the  firft  caufe 
of  perplexity. 

.„e  ,«a..  , “ ‘"'“s  to  the  common  method  of  eftimating 

proportions  between  gold  and /ter; 

inaccuracy  ^ j money  and  merchandize.  The  terms  ufually  employed  to  ex- 
of  rp«ch.  prefs  fuch  combinations  are,  rifmg  and  finking,  or-  the-  like  • people 
employ  thefe  terms,  without  previoufly  agreeing  upon  the  thins 
which  they  are  to  confider  as  fixed.  -The  value  of  one  of  the  pre- 

5 . clous 
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cious  metals  is  conftantlv  relative  to  that  of  the  other  ; and  yet, 
v/ithout  attending  to  this,  we  fometimes  confider  the  gold, 
and  fometimes  the  fdver,  as  the  common  meahire  ; and  while 
one  is  talking  of  gold  as  a common  meafure,  the  perfon  he 
talks  to  is  conlidering  It  perhaps  as  the  thing  meafured.  This  in- 
accuracy, in  fuppofmg  fometimes  the  one  as  fixed,  and  fome- 
times the  other,  involves  us  in  great  obfcurities  ; efpecially  when 
we  fpeak  upon  fuch  matters  with  thofe  who  have  not  diflinct  com-- 
binations  of  ideas : and  if  three  or  four  people  are  engaged  in  a 
converfation  upon  money,  every  one  ufing  the  fame  term  in  a dif- 
ferent acceptation,  the  confufion  which  it  caufcs  is  inextricable. 

In  like  manner,  when  we  fpeak  of  coin  and  bullion,  that  of  the 
two  ought  to  be  confidered  as  fixed  which  changes  its  proportion 
of  value  the  leaft  with  refpedf  to  all  commodities. 

Were  prices  attached  to  grains  of  filver  and  gold,  bullion  ought  Pnc^ 
in  that  cafe  to  be  confidered  as  fixed;  but  as  they  aie  more  denotniffa- 
tached  to  the  denominations  of  the  coin,  coin  ought  to  be  confi-  of 

dered  as  fixed. 

In  the  next  place,  in  fpeaking  of  coin  and  commodities,  we  fay,  aimge 

Aii  y r o ^ 1 ■ r raifes  the 

for  example,  that  the  impofition  of  coinage  makes  the  prices  or  i^e  of  coin^ 

commodities  fink.  We  do  not,  in  this  cafe,  fpeak  correel:ly; 

caufe  if  any  thinu  ought  to  be  confidered  as  fixed,  it  is  the  relative  preffionthaa 

J c>  ^ r • Coinage  finks 

proportion  of  value  between  the  dilFerent  forts  of  commodities,  the  price  of 
In  this  cafe,  therefore,  I tliink  it  v/ould  be  more  proper  to  fay,  that 
coinage  raifes  the  value  of  coin,  than  that  it  iinKS  the  vame  of 
commodities. 

To  prevent  the  ambiguity  of  fuch  expreffions  from  occafioning  how  to  e- 
confufion,  and  not  to  depart  too  far  from  common  language,  I atribiguiti^ 
have  frequently  fpoken  of  commodities  as  rifing  and  finking  in 
their  values  with  refpcdt  to  coin  ; but  1 have  at  the  fame  time  oh- 
ferved  the  influence  which  that  rifing  ana  finking  has  upon  the 
^rifing  and  finking  of  the  value  of  the  pound  fierling  realized  in  it. 

I have  not,  however,  concluded  with  equal  certainty  that  the 
"rifing  and  finking  in  the  value  of  bullion,  %vit  h ref  feci  to  coin,  ought  not  be  re- 

^ ^ -olred  by 
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to  imply  any  change  upon  the  value,  of  the  money-unit ; becaufe 
1 have  not  been  able  to  determine  whether  prices  ought  to  be  con-  - 
lldered  as  moll  attached  to  the  denomihations  of  the  .coin,.,,  ox  “to  * 


In  fpeaking, 
we  do  not 
difiinguidi 
between 
pure  metal 
and  that 
which  is 
mixed  witlis 
alloy. 


the  grains  of  the  metals  r;  except  indeed  in  one  cafe,  to  witj^when 
the  quantity  of  the  metals  comes  to  be  augmented  or  diminifhed  i 
in  the  coin.  In  that  cafe,  I have  not  hefitated  to  decide  that,  foon-  • 
er  or  later,  the  influence  of  trade  mull  operate  a rife  or  a fall  in 
the  current  value  of  the  fpecie,  which  will  be  marked  by^an  appa- 
rent  rife  or  fail  in  the  price  of  ah  commodities. 

Our  comparing  the  value  of  filver  fometimes  with  the  pure 
metal,  fometimes  with  that  compounded  with  alloy,  involves  us 
frequently  in  a language  which  is  hardly  to  be  underflood.!; 

Says  one,  a pound  of  fllver,  troy,  is  worth  67 Thillings.  He  means 
a pound  of- fine  filver.  We  in  England,  fays:  another,  coin  our  .■ 
pound  troy  of  filver  into  62  fiiillings.  He  means  the  pound  of  - 
fiandard  filver,  which  contains  28  penny  weights  of  copper.  Sa}^ 
a third,  our  pound 'of  filver,  which  we  coin  into  62  Ihillings,  is 
not  worth  S7  ^ d.  He  underftands  the  Ihiliings  of  fine  filver  of 
the  fame  weight  with  thofe  of  fiandard  filver.  Another  afiirms, 
that  an  ounce  of  fiandard  filver,  which,  at  the  mint,  and  in  the 


coin,  is  worth  no  more  than  y s.  2d.  is  worth  in  the  market  5 x, 
6 d.  He  means,  that  one  muft  pay  at  that  rate  for  filver  bullion, 
when  they  purchafe  it  with  over-rated  gold.  At  laft  comes  Mr. 
Gantillon,  who,  as  a proof  of  the  decline  of  the  Englifli  com- 
merce, afiirms  to  us,  in  his  Analyfis  of  trade,  p.  133.  that  both 
filver  and  gold  bullion  are  dearer  m-  the  London  market  than  in 
the  coin : at  the  fame  time,  he  might  have  difcovered  the  caufe  of 
it,  from  the  lightnefs  of  the  gold  and  filver  currency  at  the  time 
he  wrote  ; fince  the  phenomenon  could  proceed  from  nothing 

elfe:  the  new  guineas  muft  then  have  beemfent abroad.  Rays  a 

Frenchman,  one  of  our  crowns  of  3 livres,  which  pafies  for  60  fols 
is  intrinfically  v/orth  no  more  than  56  4 fols.  He  means,  that- the 
fine  filver  it  contains  is  worth  no  more  than  yd  4 fols,  according  to 
the  mint  price  of  tire  fine  metals^ 
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- .,0.  Another  caufe  of  perplexity  in  the  money-jargon,  is  the  pro- of 
digious  abufe  of  the  terms  which  exprefs  the  denominations 

the  coin,  or  the  numerary  unit.  _ tioapf  coins. 

French  hiflorians  write  familiarly  of  fums  ol  mone}  in  ivr^ 
and  crowns,  through  all  the  ftages  of  the  monarchy.  Engnih 
writers  (for  the  moft  part)  do  the  fame,  in  fpeaking  o.  pouix  => 
fterling.  Nothing  however  is  more  different  than  the  ideas  expre  - 

fed  by  the  fame  term.  _ 

Were  any  perfon,  talking  of  lengths  and  diftances  to  ufe  the  Tn.s.ba- 

word  foot,  fometimes  to  fignify  yard,  fometimes  ferch ; or  to  u e „ 
the  word  mile,  to  fignify  fometimes  league,  fometimes  inch,  and 
fometimes  fathom-,  who  could  comprehend  one  word  of  his  dif- 
courfe  concerning  the  matter  ? Would  we  not  even  laugh  at  fuch 
a perfon,  for  pretending  to  inform  us  of  any  thing  concerning 

lengths  or  diftances.  _ 

If  any  change  be  made  upon  the  value  of  the  money-unit  of  a 

country,  which  is  called  a pound ; in  propriety  of  language,  it  can 
no  more  be  called  a pound,  after  the  change,  than  it  can  be  called 

a rhinoceros. 

^to.  Another  reafon  for  the  obfcurity  of  money-jargon,  is  the  ob- 

manner  in  which  writers  exprefs  themfelves,  when  they  fpeak  of 
variations  in  the  value  of  money.  Upon  this  occafion,  fays  one,  ^ 

the  King  raifed  the  money  5 per  cent.  What  does  this  mean  ? No 
man  living  can  underftand  the  expreffion ; becaufe  it  may  hgnify, 
that  he  raifed  either  the  denomination  of  the  com,  or  the  value  of 
the  unit.  If  he  raifed  the  coin,  he  debaied  the  unit : if  ne  funk  tne 
coin,  he  raifed  the  unit.  A crown  of  6 livres  is  a coin  a livie  is 
the  unit.  If  it  is  faid,  the  6 livre  piece  is  raifed ; that  is  as  much 
as  to  fay,  it  is  made  to  be  more  than  6 units  ; confeqiiently,  as  the 
filver  in  the  piece  does  not  change  its  weight,  it  follows,  that  the 
unit,  or  money  of  accompt,  is  diminiflied.  On  the  oioei  hand,  if 
it  is  faid  that  the  livre  is  raifed,  it  implies  that  tne  crown,  which 
contained  6 livres,  is  made  to  contain  lefs  than  6 units  ; therefore, 

VOL.  II.  H 
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the  value  of  the  unit  is  raifed  j that  is,  it  is  made  to  contain  more 
Elver  than  before. 

Writers,  therefore,  to  be  diftintit,  ought  never  to  mention  thefe 
matters,  without  removing  the  ambiguity,  in  favour  of  readers 
of  all  denominations.  As  for  example  ; The  Iving  raifed  his  coin, 
and  debafed  his  money  of  accompt.  For  this  reafon  the  French 
expreffion  is  good,  and  eafily  underftood  ; aiigmenter  la  ‘valeur  nume- 
raire des  efpeces,  is  liable  to  no  obfcurity. 

There  are  alfo  two  terms  ufed  by  French  writers,  which  appear 
fynommous,  and  yet  are  directly  oppofite  ; affoiblissement, 
DIMINUTION  de  la  monndie.  Such  terms  are  perplexing,  and  ought 
either  to  be  avoided,  or  conllantly  explained.  The  firft  fignifies  the 
coining  the  fpecie  of  the  fame  denomination  lighter  in  the  metals- 
than  before : the  laft  fignifies  the  lowering  the  denominations  of 
the  coin  already  made.  The  firit  therefore  diminifhes,  the  fecond 
increases  the  value  of  the  unit,  which  is  the  livre. 

Quest.  II.  What  is  the  difference  between  the  effecTs  produced- 
by  raifing  the  value  of  the  coin  by  the  impofition  of  coinage,  and 
raifing  the  denomination  of  it  ? This  queftion  is  propofed  as  a fur- 
ther means  of  rendering  the  money-jargon  intelligible. 

Ans-vv.  The  impofition  of  coinage,  when  it  gives  an  advanced 
value  to  coin  above  the  metals  it  contains,  is  very  different  from 
that  advanced  value  which  the  coin  appears  to  receive  when  the 
Sovereign  arbitrarily  raifes  the  denomination  of  it  or  as  the 
French  call  it,  when  he  augments  its  numerary  value. 

When  the  impofition  of  coinage  gives  an  advanced  value  to  the 
coin  above  the  bullion  it  contains,  that  value  becomes  real,  and 
extends  itfelf  to  foreign  nations ; that  is  to  fay,  the  coin,  fo  aug- 
mented as  a manufadure,  muft  be  bought  with  more  foreign  coin 
than  formerly.  But  when  the  denomination,  or  niimeraiT  value 
is  augmented,  the  fame  apiece  (though  augmented  in  denomina' 
tion)  is  bought  by  ftrangers  with  the  fame  quantity  of  their  cohi 
as  before.  An  example  will  make  this  plain. 
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Let  US  fuppofe  the  coin  in  France,  in  war  time,  reduced  to  the  Proved  by^ 
value  of  bullion,  and  that  the  value  of  a crown  of  three  livres, 
by  the  courfe  of  exchange,  Ihould  be  then  worth  29  y pence  heav^^ 
filver  fterling  money  ; if  the  balance  of  the  French  trade  fhould 
become  favc^arable  in  general,  and  that  coin  Ihould  become  8 
cent,  dearer  than  bullion  in  the  Paris  market,  then  the  price  of 
the  crown  of  three  livres  will  rife  8 per  cent . upon  the  London  ex- 
change above  29  a pence  heavy  filver  fterling  money,  although 
there  be  refpeCtively  no  balance  to  be  paid  in  bullion  either  by 
England  or  France.  But  let  the  King  of  France  oidain,  that  the 
crown  of  three  livres  Ihall  be  raifed  in  its  denomination  to  fix 
livres,  and  let  the  coin  at  that  time  be  fuppofed  to  be  at  par  v/ith 
bullion  in  the  Paris  market,  the  crown  of  three  livres  will  then  be 
paid  as  formerly  with  29  4 pence.  That  is  to  fay,  the  augmenta- 
tion of  the  denomination  will  have  no  elFea  upon  the  value  of  the 
coin  in  other  countries  ; whereas  the  augmentation  alFefted  by  the 
operations  of  trade,  in  confequence  of  the  impofition  of  coinage, 
is  a real  augmentation,  fince  it  extends  to  foreign  nations. 

Now  it  is  certain  and  evident,  that  the  augmentation  of  the  nu-  How  the  ar^ 
merary  value  has  the  undoubted  effeft  of  finking  the  value  of  the 
nvmerarv  unit  realized  in  the  coin,  and  that  upon  fuch  occafions  thy  de- 

liLiiAA'-xw.  j nominatioQ 

we  ought  to  fay,  that  the  King  has  diminithed  the  value  of  the  cf  coin  af- 
livre,  and  not  that  he  has  raifed  the  value  of  the  coin.  But  the  ftlome?"' 
abufe  of  language  has  made  people  confider  the  livre  as  the  thing 
fixed,  and  therefore  the  coin  is  confidered  as  the  thing  which  rifes 
and  finks.  The  confequence  of  this  is,  to  introduce  another  abufe 
of  language.  People  fay,  that  the  prices  of  commodities  rife : I 
alk.  With  refpeft  to  what  ? Not  with  refpect  to  the  pieces  of  coin, 
but  with  refpect  to  the  denominations  they  carry : that  is  to  fay, 
with  refpect  to  livres  ; although  the  livre  be  confidered  as  the  thing 
fixed.  There  is,  however,  a reafon  why  people  exprefs  themfelves 
in  this  improper  manner,  which  proceeds  from  the  perplexity 
and  confufion  of  their  ideas  concerning  money. 

H 2 When 
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When  the  King  of  France  arbitrarily  changes  the  numerary 
value  of  his  coin,  commodities  are  found,  by  univeifal  experience, 
to  Rick  fo  clofely  to  the  denominations  of  it,  that  people  are  apt 
to  think  that  it  is  the  King’s  will  and  pleafure,  and  not  the  metal 
of  which  the  coin  is  made,  which  gives  it  a value.  But  commodi- 
ties depart  from  thefe  denominations  by  degrees,  and  fix  them- 
felves  a-new  at  a determinate  value  of  the  fine  metals,  proportioned 
to  what  they  bear  in  foreign  nations.  This  is  brought  about  by 
the  operations  of  commerce  ; and  confequently,  the  rife  of  pi  ices 
not  taking  place  till  fome  time  after  the  numerary  value  of  the 
coin  has  been  augmented,  people  accuftom  themfelves  to  fay,  that 
the  augmenting  the  denomination  of  the  coin  raifes  prices,  and 
that  diminifliing  the  denomination  finks  them.  But  did  all  prices 
flricRly  adhere  to  the  grains  of  bullion  contained  in  the  coin,  and 
not  to  the  denominations  of  the  numerary  value,  then  language 
would  change,  and  no  body  would  fpeak  about  the  rifing  and 
finking  of  prices,  but  of  the  rifing  and  finking  of  livres,  fols,  and 
deniers. 

I hope,  from  what  has  been  faid,  that  the  difference  between 
raifing  the  value  of  the  coin  by  impofing  coinage,  and  the  raifing 
the  nominal  value  of  it  by  augmenting  the  denomination  or  nu- 
nierary  value  of  it,  is  perfedbly  underflood.  The  firft  raifes  the 
value  of  the  numerary  unit,  by  giving  a real  additional  value  to 
the  coin  as  a manufaffure : the  laft  raifes,  for  a while,  the  value 
of  the  numerary  unit ; only  becaufe  the  price  of  commodities, 
being  attached  to  the  denominations  of  money  of  accompt,  flick 
to  them,  until  the  operations  of  trade  reduce  them  to  their  true 
principle. 

Whenever,  therefore,  the  terms  rifing  and  finking  are  applied  to 
value,  the  thing  which  is  faid  to  rife,  is  fuppofed  to  be  the  move- 
able  ; and  the  thing  it  is  compared  with,  or  with  refped  to  which 
it  is  faid  to  rife  or  fink,  is  fuppofed  to  be  the  term  fixed.  Every 
one,  therefore,  who  reads  books  upon  this  fubjeff,  ought,  upon 
all  occafions  where  there  is  mention  made  of  rifing  and  finking  of 
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the  price  of  the  gold,  filver,  bullion,  coin,  exchange,  or  commo- 
dities. conftantly  to  call  his  eye  upon  tire  thing  which  is  fuppofed 
to  be  fixed,  and  retaining  that  in  his  mind,  he  will  preierve  ..is 

ideas  diftinct.  , n-  ^ 

Quest.  III.  Let  us  fuppofe  that  the  impofition  of  coinage,  wi 

properly  laid  on,  will  not  rahe  ^ of 

Ld  confequently  that  it  will  not  affecT  the  aom.iac  nuerefts^  ^ 
Great  Britain:  it  may  be  a&ed,  What  influence  that  impofmon the .ed.or. 
will  have  upon  the  intereft  of  her  foreign  creditors,  finceit  muftBritaia  ? 

Answ.  The  foreign  creditors  of  the  nation  will  thereby  be 
ers,  provided  their  intereft  continues  to  be  paid  in  denominations 
of  Bounds  flerling,  and  not  in  a determinate  numbei  o grains  o ^o-jj^nationsj 
the  fine  metals,  as  was  propofed  to  be  done  in  the  fourteenth  chap- 
ter  of  the  firft  part.  The  reafon  is  plain : upon  all  occafions,  when  wight  of 
coin  carries  an  advanced  price  above  bullion,  thofe  who  have 
funds  in  England  will  gain  upon  exchange.  This  gain  will  no-gjn.^noo 
wife,  I think,  be  at  the  expence  of  the  nation,  but  at  the  expence 
of  thofe  foreigners  who  have  occafion  for  paper  draughts  upon 

London,  r , , 

A creditor  of  England  (in  Holland  1 ^all  fuppofe  draws  for  a 
thoufand  pounds  fterling,  (the  intereft  of  his  Englilh  funds)  a 
Dutchman  who  owes  a thoufand  pounds  fterling  in  London,  buys 
his  bill ; muft  he  not  pay  the  creditor  of  England,  not  only  the 
intrinfic  value  of  the  bullion  contained  in  the  thoufand  pounds^ 
fterling,  hut  alfo  the  difference  between  the  thouland  pounds 
fterling  in  coin,  and  the  bullion  it  contains,  according  to  the 
price  of  it  in  the  London  market?  This  difference  then,  leceived 
by  the  proprietor  of  the  Englifti  funds,  is  clear  gain  to  him,  and 
is  no  lofs  to  the  nation  ; it  is  a lofs  to  the  Dutchman. 

Farther,  every  Dutchman  who  pays  his  debts  to  people  refiding 
in  England,  muft  fuffer  the  fame  lofs;  that  is,  he  muft  pay  the 
coiua.ge,  which  at  prefent  the  ftate  makes  him  a prefent  oi. 

Fron? 
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From  this  I think  it  is  plain,  that  while  the  balance  of  trade  is 
favourable  to  England,  or  at  par,  all  remittances  made  by  foreign- 
ers, to  pay  their  Engliih  debts,  muft  pay  the  coinage. 

The  operation  of  this  principle  has  not  a little  contributed  to 
facilitate  the  eftablilhment  of  the  French  credit. 

When  France  borrows,  efpecially  in  war  time,  foreigners  can 
pofition  of  to  Paris  the  money  they  lend  nearly  at  par  with  bullion. 

Then  they  pay  little  or  no  coinage  j and  when  peace  is  reRored^ 
the  coin  riling  in  its  value,  they  gain  annually  feveralprr  upon 
their  draughts  for  their  interefc,  to  wit,  all  the  advanced  value  of 
the  coin,  at  no  lofs  to  France. 

Quest.  IV.  Is  the  preferring  the  pound  fterling  at  the  mean 
value  of  a determinate  weight  of  fine  gold,  and  fine  filver,  a hire 


Kow  the  im- 


coinage  aa 
vances  the 
credit  of 
France. 


Queft.  4. 

Is  the  plan 
we  have 
propofed 

to** 

wards  pre-  method  of  realizing  the  unit  of  money  of  accompt,  fo  as  to  pre- 

ferving  the  fej-yg  times  invariable  ? 

pound  iter* 

linginva-  Answ.  I apprehend  it  is  not  j although  it  feems  to  be  the  beR 

ricib-e  ? 

Anfw  No-  can  be  devifed,  upon  fuppofition  that  the  metals  are  to  be 
but  feems  to  made  ufe  of,  as  the  moR  proper  fubRance  for  realizing  the  fcale. 
relative  to  ^ ^ave  faid,  in  the  beginning  of  this  book,  that  the  ufe  of  the 
material  mo- fcale  was  to  meafurc  the  relative  value  of  things  alienable.  Now 
the  metals  themfelves  being  of  the  number  of  things  alienable, 
and  their  proportion  of  value  being  nowife  determined,  but  liable 
to  augmentations  and  diminutions,  as  well  as  that  of  grain  or 
any  other  commodity,  no  fcale  which  is  attached  to  them  can 
meafure  any  thing  but  their  w/eight  and  finenefs,  and  confequently 
can  be  no  permanent  meafure-  for  any  thing  elfe. 

Did  the  value  of  commodities  rife  and  fall  with  refpedf  to  grains 
of  the  fine  metals,  in  the  fame  proportion  that  they  rife  and  fall 
tai  can  ne-  with  regard  to  one  another,  the  fcale  would  be  exacR : but  if  tb- 

ver  be  cx- 

aa  Tbecaufe  grains  of  metal  can  acquire  an  increment,  and  a diminution  of 
itfeirSdes  ^^aiue,  from  circumRances  entirely  peculiar  to  themfelves.  Rich 
in  its  value.  circumRaiiccs  muR  render  the  fcale  they  compofe  inaccurate  in 
proportion. 


A fcale  of 
value  real- 
ized in  me- 
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Now  we  have  feen  how  the  impofition  of  coinage  enhances  the 
value  of  coin.  The  riling  and  linking  of  the  interell  of  money  has 
the  fame  elFea.  The  vicilTitudes  to  which  credit  is  liable  has  a 
prodigious  influence  upon  the  value  of  the  metals.  The  manners 
even  of  a people,  which  can  be  determined  by  no  principle,  ope- 
rate the  fame  efle£t.  When  people,  for  example,  are  given  to 
hoarding,  the  metals  come  to  be  demanded  with  more  eagernefs, 
that  is,  the  competition  to  acquire  them  is  greater ; coniequently 
the  value  of  them  with  refpea  to  all  commodities,  is  greater  than 
when  they  are  purely  conlidered  as  money  of  accompt. 

That  fcale,  therefore,  is  the  only  juft  one,  which  meafuring  the 
value  of  the  metals,  like  that  of  every  thing  elfe,  renders  every  in- 
dividual of  a ftate  equally  rich,  who  is  proprietor  of  the  fame  num- 
ber of  denominations  of  fpecie ; whether  his  wealth  be  in  goid, 
fllver,  or  any  other  property  or  commodity. 

Now  I agree  that,  at  any  given  time,  this  is  the  cafe  when  the 
fcale  is  properly  attached  to  the  metals  ; but  it  is  not  permanently 
A determinate  property  in  land  bears  fometimes  a greater, 
bmetimes  a lefs  proportion  to  a determinate  property  in  money. 
When  the  fcale  is  attached  to  the  metals,  he  who  is  proprietor,  for 
inftance,  of  a thoufand  denominations  in  coin,  becomes  richer  or 
poorer,  according  to  the  fludluation  of  the  value  of  that  commo- 
dity, the  metals.  Whereas  when  the  fcale  is  not  attached  to  any 
fpecie s of  commodity,  nothing  can  change  his  proportion  of  wealth,- 
except  the  augmentation  or  diminution  of  the  value  of  the  whole 
ftate.  This  idea  is  not  fo  diftindl  as  i could  wifh : let  me  illuftrate* 


1.  From  the 
manufac- 
turing of  it. 

2.  From  the 
intereft  of 
money. 

3.  From  the 
manners  of 
a people. 


The  only 
exaft  fcale  of 
value  is  that- 
which  can 
meafure  the 
metals  like 
every  other 
commodity. 
Explanation- 
of  this  pro- 
per tioa 


fo. 


it  by  an  example. 

Suppofe  then  three  partners  (A),  (B),  (G).  They  form  a com-  by  an  esv 
mon  ftock  by  equal  fliares  ; (A)  contributes  a thoufand  pounds  fter- 
ling  in  current  fpecie,  (B)  the  fame  value  in  corn,  (C)  a like  value 
in  broad  cloth.  Let  me  fuppofe  the  m.eafures  of  thele  commodi- 
ties to  be  exprefled  by  their  proper  denominations  ; the  metals  by 
grains,  the  corn  by  bufhels,  the  broad  cloth  by  yards.  I fuppofe 
that  at  the  end  of  the  year  20  per  cent,  is  gained  upon  each  article 


and  by  an 
application 
to  the  bank 
of  Amfler- 
dam. 


How  the 
locking  up 
the  coin  in 
that  bank 
renders  the 
value  of  it 
more  fiable, 
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of  flock;  that  is,  20 per  cent,  increafe  upon  the  grams  of  metal,  20 
per  cent,  on  the  bufhels  of  grain,  20  per  cent,  on  the  yards  of  broad 
doth  This  fuppofition  may  be  allowed,  I afk,  if  it  would  not  be 
a much  more  equal  way  of  dividing  this  profit,  to  reduce  the  whole 
value  of  the  gra.ins,  bufhels,  and  yards,  to  tne  tnen  ad:uai  value  in 
pounds  flerling,  and  fo  to  divide  ; than  if  every  man  were  to  take  his 
^oper  cent,  out  of  that  commodity  he  had  furniflied  to  the  co-part- 
nerfhip  i - This  method  of  reducing  all  to  a common  meafure,  is 
what  I underftand  by  an  ideal  fcale  of  money  of  accompt. 

The  bank  of  Amflerdam  pays  none  in  either  gold  or  filver  coin, 
or  bullion  ; confequently  it  cannot  be  faid,  that  the  florin  banco  is 
attached  to  the  metals.  What  is  it  then  which  determines  its  value  ? 
I anfwer.  That  which  it  can  bring ; and  what  it  can  bring  when 
turned  into  gold  or  filver,  fhews  the  proportion  of  the  metals  to 
every  other  commodity  whatfoever  at  that  time  .■  fuch  and  fuch  only 

is  the  nature  of  an  invariable  fcale. 

I confefs  I am  not  capable  of  analyzing  all  the  complicated  ope- 
rations of  trade  in  fuch  a diflincT  manner  as  to  demonllrate  how  the 
univerfai  circulation  of  value,  over  the  commercial  world,  fhould 
operate  this  effecT ; and  how  the  burying,  as  it  were,  a quantity  of 
gold  and  filver  in  a vault,  fhould  give  a more  invariable  worth  to  a 
florin,  whofe  value  depends  upon  it,  than  if  the  metal  itfelf  was  to 
circulate  in  coin. 

Thus  far,  however,  I think  I underftand,  that  the  impofTibility  of 
profiting  of  the  rijing  value  of  one  of  die  metals  (which  is  buried) 
ought  to  find  a compenfation  at  all  times  in  avoiding  the  lofs  upon 
the  other,  which  finks  in  its  value. 

Farther,  the  burying  the  coin  both  in  gold  and  filver  is  in  a man- 
ner forming  thefe  two  metals  into  one  mafs ; this  takes  away  the 
variation  in  the  proportion  of  their  value,  which  principally  clif- 
turbs  the  uniformity  of  their  operation  as  a fcale.  They  cannot 
either  be  confidered  as  commodities,  becaufe  they  are  taken  out  of 
commerce  entirely;  yet  the  permanent  value  of  them  remains, 
lypon  mat  the  bank  money  is  fecured ; but  it  is  not  realized  in  it. 

In 
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In  banks  which  pay  in  coin  the  cafe  is  different ; becaufe  the  deno- 
minations in  their  paper  are  liable  to  all  the  flu6fuations  incident 
to  the  coin  in  which  they  pay.  The  bank  money,  therefore,  of 
Amflerdarn  is  pure  money  of  accompt,  and  has  nothing  of  mer- 
chandize in  it  from  the  metals  in  the  vaults.  The  paper  of  all 
banks  which  pay,  rifes  and  falls  in  value,  according  to  the  cur- 
rencies in  which  their  notes  are  acquitted. 

I leave  the  farther  delucidation  of  this  myflerious  affair  to  people 
of  better  capacity,  and  of  more  extenfive  knowledge  in  thofe  mat- 
ters than  I can  pretend  to.  . i . 

To  conclude,  no  material  money,  let  it  be  contrived  as  it  will,  is 

exempted  from  viciflitudes  in  its  value  as  a metal.  This  is  pioved 
by  theuniverfal  rifmgs  and  finkings  in  the  price  of  commodities,  in 
confequence  of  circumflances  peculiar  to  tne  coin.  Thefe  rifings 
and  finkings  of  prices,  I fay,  are  properly  rifmgs  and  finkings  of 
the  value  of  the  coin,  and  that  again  is  a lengthening  and  con- 
tracting of  the  equal  parts  of  the  fcale  of  value  which  is  attached  to 
it.  Now  there  is  no  fach  thing  as  any  viciflitudes  in  the  prices  of 
all  cotranodities  with  refpeiit  to  bank  money,  although  nothing  is 
more  common  than  fluctuations  in  agio,  with  refpecSt  to  cuirent 
money ; confequently,  bank  money  has  a property  and  a ftability 
in  it,  which  no  material  money  is  capable  of  acquiring,  and  for 
that  reafon  it  is  preferable  to  it,  and  is  properly  confidered  as  the 
thing  fixed. 

Quest.  V.  Will  not  the  irapofition  of  coinage  in  England  pre- 
vent, upon  many  occafions,  the  carrying  bullion  to  be  coined  at 
the  mint,  when  it  w^ould  be  carried  were  the  coinage  free  ? 

Answ.  Without  all  doubt.  When  coinage  is  free,  every  man  who 
imports  bullion  runs  vrith  it  to  the  mint ; there  it  is  proved,  cut,  and 
flamned  to  his  hand,  and  at  no  coft.  Now  to  what  purpofe  all  this 
expence ; why  carry  bullion  to  be  coined,  while  the  balance  of 
trade  is  againft  a nation,  fince  fuch  bullion  muft  be  re-exported,  to- 
gether with  a part  of  the  national  flock  of  the  metals  ? Befides,  the 
coining  of  it  gratis,  adds  not  the  fmalleft  value  to  the  metals  con- 
-VOL.  II.  I fidered 


Quest.  5. 
Will  not  the 
impohtion  of 
coinage  in 
England 
frequently 
Hop  the 
mint  ? 
Answ. 
Certainly  ; 
when  the 
balance  of 
trade  is  un- 
favourable. 
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lidered  as  a raaniifacStiire  1 confequently,  upon  the  exportation,  the 
whole  price  of  coinage  is  entirely  loft,  and  the  national  ftock  of 
coin  is  not  thereby  augmented  ; nor  would  it  be  augmented  while 
trade  is  unfavourable,  were  five  hundred  mints  kept  conftantly  at 
work. 


which 
France  now 
enjoys. 


But  this  is  The  impofition  of  coinage,  therefore,  has  thefe  good  effects, 
to  Firft,  it  prevents  bullion  from  being  coined,  except  when  fuch 

coined  bullion  can  remain  in  the  country  and  augment  the  national 
ftock  of  coin.  Secondly,  as  has  been  faid,  it  gives  an  additional 
value  to  the  coin,  even  in  foreign  countries,  and  thereby  prevents 
it  from  being  melted  down  abroad,  in  order  to  be  re-coined  in  other 
mints,  and  thus  augment  the  ftock  of  coin  in  rival  nations. 

I believe  no  body  ever  imports  louis  d’ors  to  be  coined  in  the 
Englifli  mint  (notwithftanding  of  the  benefit  there  is  in  importing 
gold  into  England  from  France,  where  the  proportion  of  the  metals 
is  lov/er)  yet  nothing  is  more  common  than  to  carry  guineas  to 
every  foreign  mint,  at  the  bare  price  of  bullion.  This  is  the  rea- 
fon  w'hy  fo  little  Englifti  coin,  and  fo  much  French  coin  is  found 
in  circulation,  in  countries  foreign  to  both  thefe  nations. 

The  coin  of  Louis  d’ors,  in  confequence  of  the  high  impofition  of  coinage 
f/mher  n? ' French  mint,  pafs  current,  almoft  every  where,  for  more  than 

tions  above  theii  intrinfic  value,  even  when  compared  with  the  coin  of  the  verv 

its  value  as  a.,,..  •/ 

nation  where  they  circulate  without  the  fanclion  of  public  autho- 
rity ; and  w^hen  that  authority  regulates  their  currency,  according 
to  their  intrinfic  value,  fuch  regulation  has  the  fame  effea  as  for- 
bidding them  altogether ; becaufe  the  moment  a money-jobber  lays 
his  hand  upon  them  at  the  ftatute  value,  he  circulates  them  no 
more  ; but  fends  them  either  back  to  France,  or  to  fome  country 
where  they  pafs,  by  a conventional  value,  above  their  intrinfic 
worth.  Thus  louis  d’ors,  as  well  as  all  French  coin,  are  effecftually 
prevented  from  being  melted  down,  and  fo  foon  as  the  balance  of 
the  French  trade  becomes  favourable,  they  return  home 

^-EST.  VI.  h not^this  return  of  louis  d’ors  to  France,’  upon  the 

^ lofs  to  France  5 fince, 


its  value  as  a 
metal,  and 
returns  to 
France  uu- 
snelted. 


Quest,  6. 
Is  not  this 
return  a lofs 
te  France i 


balance  of  their  trade  becoming  favourable, 


in 


5? 
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in  that  cafe,  the  balance  of  their  trade  is  paid  with  a lefs  weight  of 
bullion  than  it  would  be  paid  with,  were  their  coin  worth  no  more 
than  bullion ; and  fecondly,  becaufe  when  the  coin  is  exported  to 
pay  the  balance,  it  is  exported  upon  the  footing  of  bullion,  and 
when  it  returns  it  is  paid  back  at  an  advanced  price  ? 

The  difficulty  of  refolving  this  queftion  proceeds  from  the  com- 
plication  of  circumftances  in  which  it  is  involved  ; and  the  inten-  tioa. 
tion  of  propofing  it,  is  to  fhew  how  neceflary  it  is,  in  practice,  to 
combine  every  circumflance  in  political  problems. 

I ffiali  therefore  obfer\n,  that  fince,  at  all  times  almoft,  French  Refolutioa 
coin  paffes  (out  of  France)  for  more  than  its  intrinfic  value,  it  is  ° 
not  well  poffible  to  fuppofe  that,  even  during  a wrong  balance  of 
the  French  trade,  their  coin  can  ever  fall  fo  low  as  the  price  of 
bullion ; confequently  the  French  by  exporting  their  coin,  upon 
fuch  occaiions,  above  the  v^alue  or  bullion,  that  nation  is  a gainer 
of  all  the  difference.  This  operates  a compenfation  of  the  lofs  (if 
any  they  fuftain)  upon  the  return  of  their  com.  In  the  fecond  piace, 
when  the  balance  becomes  favourable  for  France,  and  when  there 
is  found  a profit  in  fending  back  the  French  coin,  the  demand  that 
is  made  for  it,  by  thofe  who  want  to  pick  it  up  in  foreign  coun- 
tries, raifes  tlie  value  of  it  there  in  circulation  ; this  again  ravouxs 
the  trade  of  France,  and  makes  the  difference  of  paying  what  one 
owes  to  France  in  bullion  at  the  market  price,  or  in  louis  d'ors  at 
the  advanced  value,  very  inconfiderable  ; which  corifequently  pre- 
vents merchants  from  finding  any  great  advantage  in  fending  back 


large  quantities  of  it. 

Befides,  when  the  coin  returns,  although  it  has  an  advanced 
value,  it  has  no  advanced  denomination.  It  wus  exported  accord- 
ing to  its  numerary  value,  and  it  returns  upon  the  fame  footing. 
Farther,  when  the  coin  returns  as  the  price  of  French  merchan- 
dize, for  the  fame  value  it  bears  in  the  country,  I cannot  aifcover 
a principle  which  can  make  this  appear  to  be  a lofs  to  France.  The 
lofs  therefore  muft  be  upon  the  exportation  of  the  com,  not  upon 
the  return  of  it.  But  we  have  faid  that  if  it  be  exported  at  a higher 

I 2 value 


It  is  EO  lofs 
to  France. 


Another 
view  of  this 
quefiion. 
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value  than  that  of  the  bullion  it  contains,  tnis  inuft  impi}-  a proiit  to. 
France.  Confequently,  the  remainder  of  lots  upon  expoitation  mull 
be  apparent,  not  real:  It  is  a lofs  to  Frenchmen,  who,  in  exporting, 
the  coin  below  the  full  value  of  it  (coinage  included)  lofe  a part 
of  v/hat  they  had  paid  the  King  for  the  coinage  ; that  is  to  fa} , the} 
lofe  it  fo  far  as  they  do  not  draw  it  back  in  full  from  the  foreigners 
to  whom  they  owe ; but  it  is  no  lofs  to  France:  on  the  contrary,  it  is 
a gain,  as  far  as  any  part  of  the  coinage  is  drav/n  back ; and  this 
is  the  cafe  as  oft  as  the  coin  is  exported  above  the  price  of  bullion. 

Or  in  another  view.  This  going  out  and  returning  of  the  French 
coin,  may  be  confidered  as  a lofs  to  France  in  this  refpedt,  that 
when  the  balance  of  her  trade  is  againf:  her,  when  her  coin  lofes 
of  its  advanced  value  in  payments  made  to  llrangers  for  the  price 
of  foreign  commodities,  thofe  who  confume  fuch  commodities  in 
France,  mull  confume  them  at  an  advanced  price  to  themfelves, 
but  at  no  additional  profit  to  foreign  fuppliers  ; becaufe  as  to  thefe 
laft,  the  French  coin,  with  which  we  fuppofe  the  commodities  to 
be  paid,  having  loft  of  its  value  every  where,  cannot  then  purchafe 
fo  much  as  at  another  time,  and  confequently  is  not  worth  fo  much 
to  the  foreign  fupplier  who  receives  it.  For  the  better  underftand- 
ing  of  what  has  been  here  faid,  attention  is  to  be  had  to  the  dif- 
ference there  is  between  a national  lofs,  and  the  lofs  fuftained  by  the 
individuals  in  a nation.  The  balance  of  trade  is  the  national  profit, 
or  the  national  lofs  ; but  the  gains  or  Ioffes  of  individuals,  may  be 
compatible  with  either  a right  or  a wrong  balance  of  the  trade  of 
the  nation  to  which  they  belong.  This  will  be  fully  explained  when 
we  come  to  treat  of  exchange. 

In  this  refpecl,  therefore,  France  may  be  fuppofed  to  lofe  upon 
exporting  her  coin,  to  wit,  fo  far  as  fire  confumes  foreign  com- 
modities at  an  advanced  value ; but  then  I fay,  that  in  this  cafe 
France  lofes  the  whole  price  of  the  commodities,  not  the  advanced 
price  only ; becaufe  fhe  lofes  the  balance  of  her  trade.  Abftraffed 
from  that,  I fay  ftie  lofes  nothing.  Who  lofes  then  the  advanced 
price  ? I anfwer,  the  confumer  of  the  commodity  lofes  it,  and  I fay 

that 
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that  no  body  gains  it.  This  is  Avhat,  in  the  eighth  chapter  of  the 
fecond  book,  was  called  pofitive  lofs,*  and  it  is  owing  w the  anni- 
hilation of  a part  of  the  advanced  .value  of  the  coin,  which  the  ope- 
rations of  commerce  have  effedltiated. 

Inthefe  refpecds  only  can  France  be  confidered  as  a lofer  upon 
exporting  her  coin  ; but  in  having  it  returned  upon  her,  when  at 
an  advanced  price  above  bullion,  the  lofs  is  nothing,  becdjfe  uhe 
advanced  price  then  is  a real  value  added -to  the.  coin, . and  tliei  e.  is 
no  manner  of  difference  as  to  France,  to  receive,  for  the  balance  of 
her  trade,  an  hundred  pounds  weight  of  her  own  louis  d ors,  or  an 
hundred  and  eight  pounds  of  ftandard  gold  bullion,  at  fuch  times 
as  bullion  is  commonly  carried  to  the  mint ; becaufe  the  one  and 
the  other  weight  of  coin  and  bullion  will  anfwer  the  fame  occa- 
fions  both  in  the  Paris  market,  and  in  moll  trading  towns  in  Europe. 

From  thefe  principles  we  map  gather  how  effedually  the  impo- 
fition  of  coinage  muft  prevent  the  melting  down  of  the  com,  pio- 
viding  a fufiicient  attention  is  had  to  preferve  the  denomdnations  of 
the  coin  in  both  fpecies  at  the  exaa  proportion  of  the  market  price  - 
of  the  metals. 

OuEsT  Vn.  The  two  metals  heing  only  valued  by  one  another,  (^-est.  7, 
if  the  Englifh,  by  valuing  the  gold  higher  than  the  French  , 
occalionthe  exportation  of  their  filver,  why  Ihould  not  the  French,  jh^e 
by  valuing  their  filver  higher  than  the  Engliffi  do,  occafion  thereby  fiiver,  why 
the  exportation  of  their  gold?  And  if  the  Englifh,  bp  ovei -rating 
their  gold,  prevent  the  carrying  filver  to  be  coined  at  their  mint,  over-ratm^g 
vfhy  fliould  not  the  French  by  over-rating  their  filver  prevent  the  their  gold  ? 

carrying  gold  to  be  coined  in  their  mint  ? 

Answ.  The  Englifh  oA^er-rate  their  gold  not  onlpwdth  refpecT  to  an-sw.  Be^ 
Other  nations,  but  vrith  refpea  to  the  value  of  it  m their  own 
ket;  whereas  the  French  preferA^e,  in  their  gold  and  .fuver 
nearly  the  proportion  between  the  metals  as  they  are  fold  in  their  value  of  it  in 

X i their  ozon 

own  market.  market,  the 

In  France  no  body  can  profit  by  melting  down  eitner  of  the 

cies,  in  order  to  fell  it,  with  advantage,  as  bullion ; but  in  Eng-  their  fiher. 

land. 
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land,  by  melting  the  heavy  lilver  coin,  one  may  fell  it  in  London 
for  more  gold  than  the  fame  coin  not  melted  can  purchafe. 

But  here  it  is  objedled,  that  although  the  proportion  between 
gold  and  lilver,  in  the  Englilh  coin,  were  fet  upon  a par  with  that 
ot  the  metals  in  the  London  market.  Hill  one  fpecies  may  be  ex- 
ported with  profit,  providing  the  proportion  be  dilFerent  in  other 
nations. 

There  is  little  force  in  this  objection,  and  were  there  any,  it 
would  be  an  additional  argument  for  the  impofition  of  coinage ; 
becaufe  by  this  the  exportation  of  either  of  the  fpecies,  for  the  fake 
of  any  fmall  difference  which  may  fometimes  be  found  between 
the  proportion  of  the  metals  in  the  different  markets  of  Europe, 
would  be  prevented.  This  circumfiance  however  requires  a more 
particular  examination. 

It  is  a principle  in  commerce,  that  the  demand  for  any  commo- 
dity laiies  the  value  of  it ; and  every  nation  knows  how  to  profit 
of  a demand  for  what  they  have. 


“oporto.  ■^'lieneyer,  therefore,  one  of  the  metals  bears  an  under  value  in 


or 


upui  UUU  • -J  T - 

the  metals  ^^e  nation,  below  what  it  bears  in  another,  that  under  value  makes 

'nearly  the  demanded  by  ftrangers,  and  it  confequently  rifes 

fame  in  all  in  Its  vaiuc,  even  at  home. 

markets.  this  principle  the  proportion  between  the  metals  in  Euronp-tn 

vvhen  home  t^^^-kets  IS  kept  nearly  the  fame,  and  the  fmall  difference  which  is 

furbsle''^'  the  demand  of  forei.o-n 

proportion,  trade,  as  from  the  tafte  of  the  inhabitants.  The  foreimi  dem-nd 

tends  to  let  the  proportion  even  in  all  markets,  and  *e  intemd 
even  again,  demand  for  one  metal  preferably  to  another,  is  what  makes  it 
vary. 

The^  carrying  the  metals  backwards  and  forwards  is  attended 
wuh  rifque  and  expence ; there  is  not,  therefore,  fo  much  darker 
or  a natioffs  being  ftripped  of  one  of  its  fpecies  of  current  coin  bv 
fucii  a trace,  as  mere  is  when  the  proportion  of  the  market  price 
of  the  metals  is  dixfferent,  at  home,  from  that  obferved  in  tlie  coin  • 


becaufc 
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becaufe  in  the  laft  cafe,  every  one  may  profit  of  the  difproportion,  at 
the  trifling  expence  of  melting  down  the  rifing  fpecies. 

From  this  we  may  conclude,  that  nations  ought  to  regulate  the  Coin  of  gold 
proportion  of  the  metals  in  their  coin,  according  to  the  market  {houid  be 
price  of  them  at  home,  without  regard  to  what  it  is  found  to  be  in 
other  nations  ; becaufe  thev  may  be  aflured,  that  the  moment  any  rate  of  the 
difference  in  the  market  price  fhall  begin  to  be  profited  of,  tnat  home, 
very  demand  will  alter  the  proportion,  and  raife  the  market  price 
of  the  metal  fought  for  by  foreigners.  While  the  coin,  therefore, 
is  kept  at  the  proportion  of  the  market  at  home,  and  while  the  de- 
nominations of  both  fpecies  are  made  to  keep  pace  with  it,  it  will 
be  utterly  impoffible  for  any  nation  to  hurt  another  by  any  fuch 
traffic  in  the  metals. 

We  may  farther  conclude,  that  it  is  to  no  purpofe  for  nations  to  and  nations 
agree  by  treaty  upon  a certain  proportion  between  iilver  and  gold  j>,3t  propor- 
in  their  coins  : it  is  the  feveral  market  prices  every  where  which 

^ convention 

alone  can  regulate  that  proportion,  and  the  only  method  to  keep  among 
matters  even  between  them,  is  to  make  the  denominations  in  both 
fpecies  keep  an  equal  pace  with  the  price  of  the  metals  in  their  own 


market. 

Here  it  is  farther  objected,  that  v/ere  thefe  principles  juft,  there  why  is  the 

w^ould  not  be  found  fo  great  a difproportion  as  there  actually  is,  of°th°e 

between  the  value  of  gold  and  iilver  in  Europe,  and  in  the  empire  fo  dif- 
ferent in 

of  China.  England  and 

To  this  I anfwer,  that  the  principles  are  juft,  and  that  this  dif-  * 
ference  proceeds  from  incidental  circumftances  which  I fliall  now 


point  out. 

Firft  then,  the  European  trade  hardly  penetrates  into  that  vaft  Anfwer 
empire.  2.  The  lowncfs  of  the  proportion  betv/een  gold  and  Iilver 
is  maintained  by  the  high  internal  demand  for  iilver  in  China. 

3.  The  India  trade  being  every  where  in  the  hands  of  companies, 
there  is  not  fo  great  a competition  between  the  fellers  of  iilver,  in 
the  Chinefe  market,  as  if  that  .trade  were  open  to  every  private  ad- 
venturer j coniequently  the  price  of  it  is  not  fo  liable  to  be  dimi- 

niihed. 


QjJEST.  8. 
Is  it  the  in- 
tereft  of 
Princes  to 
debafe  the 
flandard  of 
t^eir  coin  ? 


Ansvv.  It  is 
their  imme- 
diate intereft 
to  debafe  it 
when  they 
are  debtors, 
and  to  raife 
it  when  cre- 
ditors, but 
always  nn- 
juS:. 
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nillied.  And  laft  of  all,  tlie  expence  of  carrying  filvei  thither,  and 
tlie  long  lying  out  of  the  intereft,  would  put  a flop  to  the  trade,  were 
file  proportion  between  the  metals  to  rife  in  China.  This  prevents 
competition  ftill  more  between  the  niffeient  European  compames, 
and  confequently  prevents  the  riling  of  the  propoition. 

I need  not  obferve,  I fuppofe,  that  the  term  rifmg  of  the  proportion, 
denotes  the  rifmg  of  the  price  of  filver ; as  when  being  at  that  of 
I to  10,  it  comes,  for  example,  to  that  of  i to  ii.  This  term  has 
been  already  explained. 

Quest.  VIIL  Is  it  the  intereft  of  Princes  to  debafe  the  ftandard'of 
their  coin.: 

Answ.  This  qiieftion  has  been  already  touched  upon  in  the 
twelfth  chapter  of  the  firft  part.  Perhaps  fome  farther  obfervations 

upon  it  may  not  be  found  fuperfluous. 

In  order  to  fet  it  in  a fair  light,  I fliali  begin  by  reducing  it  to  its 
ruling  principle. 

The  queftion  turning  entirely  upon  the  interejl  of  Princes,  I fhall 
tike  no  notice  of  the  iniquity  of  fuch  a meafure  with  refpect  to  their 
fubjedls  ; but  fhall  confine  it  purely  to  the  intereft  may  have  in 
exercifing  this  branch  of  prerogative. 

I anfwer  then,  as  I have  hinted  above,  that  it  is  their  interefl  to 
debafe  the  ftandard  of  their  coin  when  they  are  in  the  fituation  of 
debtors  ; and  it  is  their  interefi  to  raife  the  ftandard  vrhen  they  are 
in  the  fituation  of  creditors. 

Debafing  the  ftandard  I have  explained  to  be  the  diminution  of  the 
intrinfic  value  of  the  unit  below  what  it  was  before,  either  by  raifing 
the  denomnnation,  augmenting  the  alloy,  or  diminifhing  the  weight 
of  the  coin. 

Now  fmce  Princes  pay  their  fervants  by  denominations,  that  is, 
by  money  of  accompt,  the  more  they  augment  the  denomination 
of  the  coin  they  pofifefs,  the  more  they  gain  upon  what  they  have 
at  the  time.  But  they  lofe  proportionally  upon  their  revenue  ever 
after ; becaufe  the  rents  and  duties  levied  on  their  fubjedts  being 
5 alfo 
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alfo  paid  by  denominations,  the  Prince  lofes  every  year  on  his  in- 
come what  he  had  gained  upon  one  operation. 

From  this  we  may  draw  a principle,  that  Kings  who  have  begun 
to  debafe  the  flandard,  ought  to  go  regularly  on  every  year,  as 
long  as  they  find  themfelves  in  the  Hate  of  debtors  ; and  when  they 
come  to  alter  their  fituation,  and  become  of  the  clafs  of  creditors, 
it  is  then  their  interefl  to  raife  the  ftandard.  This  mult  be  a little 
further  explained. 

It  has  been  abundantly  proved,  that  increafing  the  denomi- who  aie 
nation,  or  debafing  the  ftandard,  muft  conftantly  be  advantageous 
to  the  whole  clafs  of  debtors  ; confequentlv.  Princes,  who  are  upon 

. how  Princes 

certain  occafions  obliged  to  lay  out  more  than  they  receive,  may  who  incline 
then  be  confidered  as  being  of  that  clafs.  Whoever  receives  from 
another  what  the  other  is  obliged  to  pay  him,  may  be  confidered  avoid  rob- 

• ••  1 1 1 • • • 1 j theni- 

as  a creditor ; whoever  gives  to  another  what  the  otlier  is  intitied  feives  at  the 
to  demand  of  him,  may  be  confidered  as  a debtor.  Thofe,  there- 
fore,  who  both  pay  and  receive,  are,  upon  the  whole,  either  debtor 
or  creditor,  according  to  the  fide  which  preponderates.  He  who  is 
obliged  annually  to  pay  more  than  he  annually  receives,  muft  be 
obliged  either  to  run  in  debt,  to  borrow,  or  to  take  from  a fund 
already  formed  (a  treafure).  The  maxim  therefore  is,  firft  to  fill 
the  exchequer  with  the  annual  income ; then  to  debafe  the  ftandard; 
and  laft  of  all  to  pay.  The  debts  paid,  and  the  current  expence 
brought  within  the  income ; then  is  the  time  to  raife  the  ftandard. 

This  operation  is  like  that  of  the  ram ; he  runs  back  in  order  to 
advance  again  with  more  force. 

The  great  mafter  of  government  and  political  oeconomy  well  un-  Example  of 

derftands  this  doftrine.  He  is  now  fpending  his  treafure,  not  his  ^ Pnnce 

income.  He  is  then  in  the  ftate  of  the  debtors,  and  accordingly  is  employing 

regularly  ever3v’  year  debafing  the  ftandard  of  the  S n coin.  This 

debafement,  I fuppofe,  regularly  takes  place  after  the  contributions  enemies,  not 
i i y A ^ his  fabjects. 

tor  the  year  are  paid.  So  foon  as  the  war  is  over,  and  that  this 
oeconomical  Prince  fhall  return  to  the  ftate  of  creditor,  he  will,  I 
fuppofe,  fupprefs  the  currency  of  all  this  bad  monev,  and  reftore 
VOL.  II.  K 'the 
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Thelefs  the 
furface,  the 
wearing  is 
the  lei's. 


The  advan- 
tage of  heavy 
pieces  for 


liable  to  other  inconveniences,  and  is  fo  repugnant  to  ciiftom,  it 
would  be  ridiculous,  perhaps,  to  propofe  it. 

I fhall  reduce,  therefore,  all  l have  to  propofe  as  a fupplement  to 
what  has  been  faid  already  on  this  fubjebt,  to  a very  few  obfer- 
vations. 

iniQ,  The  lefs  furface  any  piece  has  in  proportion  to  its  mafs,  the 
lefs  it  is  worn  in  circulation  ; and  as  all  coin  is  made  cylindrical, 
that  whofe  form  approaches  nearell  to  the  cylinder,  whofe  height 
is  equal  to  its  diameter,  muft  have  the  leaft.  Coin  therefore  ought 
to  be  made  thick,  and  for  this  reafon  louis  d’ors  are  of  a better  form 
than  guineas,  and  guineas  of  a far  better  form  than  ducats.  Were 
it  eafy  to  give  the  furface  a fpheroidal  form  on  both  fides,  rendring 
the  coin  thicker  in  the  middle  than  at  the  edges,  the  furface  would 
be  thereby  a little  more  diminiflied. 

2^0,  The  great  credit  of  paper  in  England,  is  a vaft  advantage  in 
many  refpedls.  It  renders  coin  lefs  necelTary.  While  that  credit 


the  greater  fubfifts,  large  payments  will  always  be  made  in  paper;  and  this 
coin;  yet  renders  the  coinage  of  gold  in  large  heavy  pieces  lefs  necelTary. 

therefore,  in  England,  ought  to  be  calculated  for  the  eafy 
Ibme  cafes  uotcs,  not  with  a view  to  the  making  great  pay- 

for  prevent-  mcnts  in  it.  For  this  purpofe,  two  and  three  pound  pieces  mieht  be 
of  prices,  as  convenient  as  fingle  guineas,  and  half  guineas  might  be 

profcribed.  Small  denominations  of  gold  coin  lead  to  expence,  and 
tend  to  raife  the  prices  of  fuch  eommodities  as  people  of  falhion 


pay  immediately  out  of  their  own  pockets.  As  for  the  filver,  the 
fame  principles  are  to  be  obferved.  Crown  pieces  are  very  conve- 
nient in  payments,  and  have  a great  advantage  over  flliilings  and 
fixpences  in  point  of  furface.  The  practice  in  France  of  coining  the 
greateft  part  of  their  filver  in  fuch  pieces  abundantly  fliews  how 
few  of  the  lelTer  denominations  (that  is  lhillings,  8cc.)  are  neceiFary 
for  carrying  on  circulation. 


Msxt  metal 
better  than 
copper  or 
laaail  d no- 


The  copper  coin  of  England  is  exceedingly  bulky,  in  order 
to  give  it  an  intrinfic  value.  This  makes  many  people  alhamed  to 

^ carry 
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carry  it;  confequently  increafes  expence,  and  raifes  the  price 

many  things  for  the  reafon  already  given.  the  praaice 

What  inconveniency  could  there  poffibly  be  in  making  pence  of  “ Germany, 
a mixed  metal  of  a much  lower  flandard  than  the  other  coin.  The 
coin  would  be  lefs  bulky,  and  the  intrinfic  value  might  be  preferved. 

This  is  the  cuftom  all  over  Germany.  The  lower  denominations  of 
the  coin  are  all  of  different  finenefs.  The  flandard  for  what  they 
call  the  gros-,  the  7,  the  10,  the  17,  the  20  creutzer  pieces,  are  all 
of  different  finenefs ; but  flill  in  the  fame  fum,  in  whatever  coin  it 
is  paid,  according  to  the  laws,  there  ought  to  be  found  the  fame 
quantity  of  fine  filver.  This  enables  them  to  coin  pieces  of  very 
fmall  denominations  which  have  however  the  fame  intrinfic  value, 
with  the  other  denominations  of  the  coin,  and  which  are  neither  of 
an  unwieldy  bulk,  or  of  an  inconvenient  fmahnefs.  This  is  the  re- 
gulation in  Germany : I do  not  fay  that  the  regulation  is  well  ob- 

ferved. 

Farthings  of  copper  are  good  and  convenient ; a few  of  thefe 
ought  always  to  be  preferved  in  favour  of  the  lower  dalles  of  the 
people,  who  thereby  are  enabled  to  keep  down  the  prices  of  the 
fmall  neceffaries  of  life : a matter  of  the  greateft  importance  to  a 
trading  nation. 

Nations  ought  to  copy  from  one  another  what  is  good  and  con^ 
venient,  and  fhould  be  above  the  thraldom  of  little  prejudices  in 
favour  of  eftabliflied  cufioms,  which  have  frequently  nothing  but 
cuflom  to  recommend  them. 

Ato,  It  muft  be  obferved  that  upon  adopting  the  German  regu- Mixed  aiet^ 
lation  as  to  pence,  fiich  coin  muft  not  be  allowed  to  be  put  up  in  bagged°u^ 
bags  of  coin  delivered  by  weight ; nor  made  a legal  tender  beyond ^ 
the  value  of  the  loweft  filver  coin. 
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Of  the  P^egulatiom  ohferved  in  Prance,  •with  regard  to  Coin, 

JBullion,  and  Plate, 


The  marc  is 
the  unit  of 
French 
weight  at 
the  mint. 
The  remedy 
of  weight 
upon  hiver 
what. 


y T now  only  remains,  that  I lay  before  die  reader  what  I have 
A been  able  to  gather,  upon  good  authority,  concerning  the  regu- 
lations in  fome  of  the  principal  nations  of  Europe,  with  regard  to 
their  mint  : and  this  fo.  far  only  as  is  neceflary  for  illuftrating  our 
fubject,  ana- confirming  the  principles  we  have  been  laying  down* 
The  unit  of  weight  in  the  French  mint,  is  the  Marc ; compofed 
of  eight  ounces,  every  ounce  containing  576  grains.  The  marc 
confequently  contains  4608  grains  of  Paris  tveight,  called  poids  de  marc. 
By  this  weight  the  bullion  is  delivered  to,  and  the  coin  is  taken 
from  the  workmen  in  the  mint,  to  whom  the  King  gives  an  allov/- 
ance  of  36  grams  upon  the  weight  of  every  marc  of  coin  delivered. 
i ms  allowance  is  called  /e  rer/iede  de  poids. 


The  ftan- 
dard  of  fine- 
nefs  is  1 1 fine 
to  1 alloy. 


Remedy  of 
alloy  what. 


A marc  therefore  of  French  lUver  coin,  is  not  to  be  reckoned  at 
4608  grains,  but  at  4572  grains  effective. 

The  Tim  or  title,  as  the  French  call  it,  or  the  ftandard  of  their 
filver  coin,  is  1 1 parts  fine  to  t part  alloy.  At  this  rate  we  fliall  find 
in  this  Mare  of  coin,  confifting  of  4472  grains  ftandard  filver,  4,9, 

grains  of  fine  filver,  and  381  grains  of  alloy.  ’ ^ 

But  the  workmen  have  alfo  an  allowance  of  3 grains  upon  the 
linenefs,  which  introduces  a new  equation. 


The  mafs  of  filver  in  the  French  mint  (when  we  fpeak  of  the 
finenefs)  is  fuppofed  to  be  divided  into  12  deniers.  and  every  deni-r 

into  24  grains  1 which,  in  this  acceptation,  are  both  denomination  s 
of  proportion,  mot  of  weight. 

Any  mafs  of  filver,  .therefore,  of  whatever  weight,  muft  be  fun 

nofed  to  contain  12x24=288  grains -of  proportion  ; confequently, 

. 2 


were 
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were  the  ilandard  exactly  1 1 deniers  fine,  the  proportion  would  be 
marked  thus,  264  grains  fine,  to  24  alloy ; but  fince  there  is  an 
allowance  of  3 grains  of  proportion,  called  le  remede  d' alloy,  this 
brings  the  proportion  to  be  as  161  is  to  27.  This  is  the  exa6t  ftan~ 
dard  of  French  filver  coin,  and  anfwers  to  10  deniers  and  21  grama 
fine,  which  is  the  term  ufed  in  the  mint. 

To  find,  therefore,  the  number  of  grains  of  fine  filver  in  a marc 
of  the  French  filver  coin,  we  muft  ftate  this  proportion,  288  : 261.  , 

: 4143.38. 

The  marc,  therefore,  of  coined  filver,  after  all  dedu(5tions  for  Quantity  of 

. . r r n o • fine  filver  in 

alloy,  and  for  remede  de  poids,  contains  of  line  filver  4143.30  grains  a marc,  as 

^ * r delivered  at 

f olds  de  marc, 

This  marc  is  coined  into  8 great  crowns  and  -V  crown,  value  Into  what 
in  the  coin  49  livres,  16  fols.  coined. 

If  therefore  4143.38  grains  of  fine  filver,  be  .worth  49  livres  1 6 fols, 

4608  grains  (or  a marc  of  fine  filver)  will  be  worth  SS  livres  6 fols 
9 deniers. 

But  the  mint  price  of  fine  filver  is  51  livres  3 fols  3 deniers,  pj.*,ce 

The  dilFerence,  therefore,  between  the  mint  price  of  fine  filver,  ^ 
and  the  price  of  it  in  the  coin,  wdll  ihew  exactly  the  expence  of 
coinage ; confequently  there  is  withheld  for  the  expence  of  coin- 
age and  duty  of  feignorage  (all  which  dedudtions  and  impo- 
fitions  are  called  le  trait  des  rnonnoyes)  4 livres  3 fols  6 deniers  upon 
every  marc  of  fine  filver.  To  know  how  much  this  makes  per  cent, 
ftate  it  thus, 

55.162  : yc. 38::  100  : 108.2. 

So  that  in  France  there  is  8.2  per  cent,  deducted  upon  the  coinage  of prjce^ 
filver,  as  has  been  faid.  Let  us  next  examine  the  regulations  as  to  coinage  84 
the  gold.  upon  f,!yer. 

The  marc,  as  above,  is  the  unit  of  weight  for  the  gold,  and  con-  Remedy  of 
tains,  as  has  been  faid,  4608  grains,  of  which  15  grains  are  allowed 
to  the  workmen  for  the  Remede  de  poids  .■  remains  of  ftandard  gold  ^ 
in  the  marc  4593  grains. 


The 
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The  finenels ' The  finenefs  is  reckoned,  by  carats  (not  a weight,  but  a denomi- 
nation  of  proportion)  for  tlie  gold,  as  the  denier  is  for  the  iilver.  Fine 
gold  is  faid  to  be,  as  in  England,  of  24  carats.  The  carat  is  divided 
into  32  parts,  fo  32x24=7^18,  are  the  parts  into  which  any  given 
mafs  of  gold  is  fuppofed  to  be  divided,  when  we  Ipeak  of  the  flan- 
dard  finenefs. 

The  remedy  The  ftandard  of  French  gold  is  the  fame  with  that  of  filver,  to  wit, 

ofanoyupoa  carats  fine.  Upon  this  the  workmen  are  allowed  44.  parts  of 

a carat,  for  the  Remede  d' alloy  j which  reduces  the  ftandard  to  2144 
carats  fine,  to  144  carats  alloy.  This  exprefled  according  to  the 
divifion  above  mentioned,  Hands  thus,  692  parts  fine  to  76  alloy. 

To  find,  therefore,  the  number  of  grains  of  fine  gold  in  a marc 
of  the  coin,  we  muft  ftate  the  following  analogy, 

768  : 692:14993  : 4138.48. 

The  marc  The  marc  of  gold  coin  therefore  contains,  after  ail  deductions, 
413S.48  grains  of  fine  gold. 

This  marc  is  coined  into  30  louis  d’ors  of  24  livres  each,  value  in 
all  720  livres. 

If  therefore  4138.48  grains  of  fine  gold  be  worth  in  the  coin  720 
livres,  the  marc  of  fine  gold,  or  4608  grains,  will  be  worth  801 
livres  1 2 fols. 

Mint  price  But  the  mint  price  of  fine  gold  is  740  livres  9 fols  i denier. 

The  difference,  therefore,  between  the  mint  price  of  fine  gold, 
and  the  worth  of  it  in  the  coin,  (viz.  61  livres  3 fols  2 deniers)  will 
Ihew  exactly  the  price  of  coinage. 

If  we  aik  how  much  this  makes  per  cent,  we  may  ftate  it  thus, 
740,409  : 80 1. 68::  100  : 108.2. 


The  price  of 
coinage  8} 
per  cent, 
upon  gold. 
■Which  no 
way  flops 
the  mint. 


So  in  France  there  are  S.2.  per  cent,  deducted  for  coinage  of  the 
gold. 

By  the  foregoing  calculations  it  appears,  that  the  King  takes 
above  8 per  cent,  upon  the  coinage  both  of  gold  and  filver. 

For  many  years  paft  there  have  been  no  violent  methods  ufed  to 
bring  bullion  to  the  mint,  and  yet  we  fee,- by  the  dates  upon  the 


French  coin,  what  great  quantities  have  been  ftruck  both  of  gold 


and 
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and  filver.  This  is  a moil  convincing  proof,  I think,  that  the  im- 
pofition  of  coinage,  when  properly  laid  on,  is  no  interruption  to 
the  mint ; and  being  a matter  of  fafl  well  determined,  is  a con- 
firmation of  that  principle. 

Let  us  next  examine  the  proportion  between  the  value  of  thoOf  the  pro-. 

^ . portion  of 

metals,  both  in  the  coin  and  at  the  mint.  the  metah. 

For  this  purpofe  we  muft  compare  the  mint  prices  m one  equa-  , 
tion,  and  the  value  of  the  gold  and  filver  coin  in  another. 

At  the  mint,  a marc  of  fine  filver  is  paid  51.162  livres,  and  a marc  How  to  dif- 
of  fine  gold  740.409  livres  ; confequently  51.162  : 740.409  ::  i r 14.47. 

A marc  of  fine  filver,  in  the  coin,  is  worth  55*3^  livres  ; a marc 
of  fine  gold,  in  the  coin,  is  worth  801.68  livres.  We  may  therefore 
ftate  thus,  55.3S  : 801.61 ::  i : 14.47* 

The  proportion,  therefore,  both  at  the  mint  and  in  the  coin  is  The  proper., 
the  fame;  and  is  nearly  as  the  French  writers  ftate  it,  to  wit, 

I is  to  i4.tV>  more  exactly  as  i to  14.47,  which  is  very  nearly 
as  I to  14.5. 

From  thefe  computations  we  find  the  exaft  quantity  of  fine  gold  Gold  con- 
in  a louis  d’or,  and  of  fine  filver  in  a great  crown,  or  piece  of  6 livres.  ^ 

In  the  louis  d’or  there  are  137.94  grains  fine,  and  153. i ftandardand  filver  • 

a crown  of 

gold.  6 livres. 

In  the  great  crown  there  are  499.22  fine,  and  550.843  ftandard 
filver. 

Farther,  by  the  moft  exaeft  calculations  I have  been  able  to  make,  Praportion 
after  comparing  the  accounts  which  French  writers  give  of  the  pro--°f 
portion  of  the  Englifti  troy  grain,  with  the  grain  of  the  Pans  pound,  to  a troy 
and  the  accounts  which  Englifti  writers  give  of  the  proportion  of 
French  grains,  with  thofe  of  the  troy  pound ; and  after  checking 
thefe  accounts  with  the  moft  accurate  trials,  by  weighing  and 
taking  a mean  proportion  upon  all,  I find  that  a French  grain  poids 
de  marc,  is  to  an  Englifti  grain  troy,  as  121.78  is  to  100,  See  the  table, 

What  a fhame  it  is,  that  fuch  proportions  can  only  be  guefled  at 
by  approximations,  in  the  age  in  which  we  live ! 
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To  difcover,  therefore,  the  number  of  troy  grains  of  fine  gold  in- 
a louis  d’or,  ftate  thus,  121.78  : 100::  137.94  : 113.27. 

Proportion  Now  a guinea  Contains  118.651  troy  grains  of  fine  gold,  and  yet, 
IotIs  anVth^e  a-lmoft  every  country  in  Europe,  the  louis  dbr,  in  time  of  peace, 
guiaea,  pailes  for  as  much  as  the  guinea,  when  both  are  of  good  weight. 

This  is  a matter  of  faff  well  known,  and  is  a confirmation  of  another 
principle  which  I have  laid  dov/n,  to  v/it,  that  the  impofition  of 
coinage  gives  an  advanced  value  to  a nation’s  coin,  even  in  foreign 


of  the  fini 
iiefs  of 
French 
wrought 
flate. 


countries. 

The  finenefs  of  the  French  filver  wrought  into  plate,  is  different 
from  that  of  the  coin.  The  finenefs  of  the  coin  we  hatp  faid  to  be 
10  deniers  and-  21  grains,  or  261  p^’ts  fine,  to  27  alloy;  and  the 
%'-alueof  a- marc  of  it  (when  the  36  grains  of  remedy  of  weight  is 
deduced)  is  49livres  1 6 fols,  which  makes  thefullmarc  of  4608  grains 
to  be  worth  50  livres  4 fols.  The  ftandard  of  the  plate  is  1144  de- 
iiiers,  OF  274  fine,  and  14  alloy.  In  order,  therefore,  to  find  the  value 
of  the  plate,  at  the  rate  of  the  coin,  Rate  thus,.  261  : 50,2 ; : 274 ; 52.7 
confequently  filver  plate  in  France,  at  the  rate  of  the  coin,  is  Vv^orth 
52  iivres  14  fols. 

When  goldfmiths  fell  their  plate,  they  ought  regularly  to  charge,, 
for  the  metal,  the  current  price  of  the  market ; but  as  that  is  con- 
ftantly  varying,  the  King,  for  their  encouragement,  has  fixed  the 
value  of  the  marc  of  it  at  5.2  livres,  which  is  only  14  fols  per  marc 
below  the  value  of  the  coined, filver,  including  the  price  of  coinage. 
Confequently,  were  goldfmiths  to  melt  down  the  coin  in  order  to 
make  plate  of  it,  they  would  , lofe  14  fols  per  marc,  befides  the  ex- 
pence of  reducing  the  melted  coin  to  the  ftandard  of  the  plate. 
Goldfmiths,  therefore,  in  France,  will  never  melt  down  the  coin- 
when  they  can  find  bullion  in  the  market,  at  the  price  of  14  fols  per 
marc  below  the,  value  of  the  coin  ; and  we  have  feen  that  the  price 
impofedon  coinage  generally  reduces  the  bullion  to  near  ^percent- 
below  coin:  but  fuppofmg  them  to  melt  it  down,  there  is  nolofs  to 
the  ftate,  becaufe  the  coinage  is  already  paid.. 
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By  this  regulation,  goldfmitiis  profit  by  the  impofition  of  coin- GoWfakhs ^ 
age ; becaufe  the  mint  price  of  filver  being  8 per  cent,  below  the  imp^tion 
value  of  the  coin,  and  that  keeping  the  price  of  bullion  low,  goId-°^ 
fmiths  gain  upon  the  fale  of  their  wrought  plate,  all  the  difference 
between  the  price  they  pay  for  bullion  when  they  make  their  pro- 
vifion  of  it,  and  the  price  they  are  allowed  to  fell  it  at  when  wrought. 

Another  confequence  of  this  regulation  is,  that  there  is  no  com- 
petition occafioned  between  the  mint  and  the  goldfmiths,  to  the 
prejudice  of  the  latter.  No  body  will  carry  bullion  to  the  mint 
while  there  is  the  leafi:  demand  for  it  to  make  it  into  plate.  This 
confequence  is  plain. 

Bullion  can  never  fall  lowe^  than  mint  price;  confequently,  the  An|  never 
mint  may  rather  be  confidered  as  receiving  the  bullion  upon  an  mint  in  com- 
obligation  to  pay  a certain  price  for  it,  than  as  demanding  it  in  the 
market.  The  fmalieft  demand,  therefore,  from  the  goldfmith,  will  metals, 
raife  the  price  of  bullion  when  it  Hands  at  mint  price ; becaufe  he 
who  has  it,  will  never  give  it  to  any  body  who  has  occafion  for  it, 
without  fome  fmall  advantage  above  what  the  mint  muft  give  him 
for  it ; but  the  mint  price  being  fixed,  no  competition  can  come 
from  that  quarter,  and  therefore  the  advanced  price  the  goldfmith 
gives  muft  be  very  fmall. 

Upon  the  whole,  the  regulations  in  France  appear  (fo  far  as  I 
com*prehend  them)  admirably  v/eli  contrived  to  ferve  every  pur- regulations, 
pofe.  They  prevent  the  melting  down  and  exporting  of  the  coin ; 
thev  prevent  bullion  from  being  coined,  vrhen  it  cannot  remain  in  the 
kingdom. ; thev  give  an  advanced  value  to  that  part  of  the  nation’s 
coin  w^hich  muft  be  exported  for  the  payment  of  the  balance  of 
trade  ; and  they  recall  it  home  wdien  the  balance  becomes  favour- 
able. They  prove  an  encoiiragem.ent  to  the  induftry  of  goldfmiths  ; 
there  is  a fufiicient  check  put  upon  their  melting  down  the  fpecie ; 
and  there  is  no  diicouragement  given  to  private  people  from  mak- 
ing  plate,  becanfe  the  filver  in  the  plate  is  fold  by  the  goldfmith,  a 
fmall  matter  below  its  intrinfic  wrorth  when  compared  with  tne 
coin. 


L a 
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pries 
■of  bullion  i 
the  Parts 
market 
"daring  the 
year  2760. 
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The  only  thing  to  be  reformed  is  the  remedies  allowed  by  the 
Xing  upon  the  weight  and  finenefs ; becaufe  it  tends  to  perplex 
calculations,  and  is  not  at  all  neceflary.  When  exa6lnefs  can  be 
procured,  it  ought  to  be  procured  j and  as  the  workmen  regularly 
profit  of  all  the  remedies  allowed  them,  it  is  a proof  that  they 
have  no  occafion  for  any  indulgence  to  make  up  for  their  want  of 
dexterity.  . 

I fhall  make  no  mention  of  the  duty  of  con f role  upon  wrought 
plate.  This  I confider  as  an  excife  upon  a branch  of  luxury ; con- 
fequently,  the  examination  of  k belongs  to  the  doftrine  of  taxation, 
3.nd  is  foreign  to  that  of  money. 

ft  has  been  faid  above,  that  the  impofition  of  coinage  (occafion- 
ang  the  coin  of  France  to  circulate,  almofl  at  all  times,  above  its 
intrinfic  v:alue  as  bullion,  even  in  foreign  countries)  prevented  bul- 
lion from  ever  rifing  in  the  Paris  market  to  the  price  of  coin.  This 
principle  I alfo  find  confirmed  by  facts. 

-Foreign  gold  of  22  carats  fine,  fold  in  the  Paris  market  (Decem- 
“ ber  13th,  1760)  at  712  livres  the  marc.  In  order  to  find  the  value  of 
the  marc  of  line  gold,  fiate  thus,  22  : 712 : 124  : 774.7.  Now  the 
marc  of  fine  gold  in  the  coin,  we  have  feen  to  be  801.12  fols.  So  at 
this  time,  when  France  is  engaged  in  a moft;  expenfive  war,  while 
Ihe  is  daily  exporting  immenfe  quantities  of  both  gold  and  lilver 
coin,  to  pay  her  armies  and  fubfidies,  the  price  of  gold  bullion  in 
tier  market  is  24  livres  1.8  fols  per  marc  below  the  value  of  her 
coin.  Nothing  but  the  advanced  value  of  her  fpecie  in  foreign  cur- 
rency, could  poffibly  produce  fuch  a phenomenon.  But  when  fhe 
vfSLS  fending  fiam.ped  ingots  of  gold  to  Ruffia,  in  the  month  of  Sep- 
tember -iaft,  the  price  of  the  gold  bullion  of  22  carats  then  rofe  to 
734  livres  per  marc,  which  foi'  the  marc  of  fine  gold  makes  800 
livres  1 4 fols,  which  is  but  18  fols  below  the  value  of  the  coin. 
The  reafon  is  plain : the  coin  font  to  Germany,  or  Holland  is  con- 
■flantly  returning  to  France,  or  at  leaft  may  foon  return,  which  fup- 
poits  the  high  price  of  it  in  thefe  countries  j but  what  was  fent  t© 
Muffia  was  plain  bulliom 
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Before  I conclude  this  chapter,  I muft  fay  a word  concerning  the 
wearing  of  the  French  coin  by  circulation. 

As  paper  money  has  no  currency  in  France,  by  any  public  autho- 
rity,  all  payments  muft  be  made  in  coin.  For  this  purpofe  the  Sl-ing 
ver  is  more  commonly  ufed  than  the  gold ; from  which  I am  obliged 
to  conclude,  that  the  filver  muft  be  fomewhat  over-rated  in  the  com, 
above  the  proportion  of  the  price  of  gold  in  the  Paris  market ; but 

of  this  I have  no  exact  information. 

The  filver  coin  is  put  up  in  facs  of  200  great  crowns,  value  1200 
iivres.  This  fum  on  coming  out  of  the  mint,  weighs,  according  to 
the  following  equation,  23  marcs  7 ounces  152  grains.  State  thus, 
8.3  great  crowns =45 7 2 grains  ftandard  filver;  confequently, 
200=1  ioi68.6.=:23  marks  7 ounces  152  grains. 

Thefe  facs,  according  to  my  information,  weigh  conftantly  at 
lead  23  marcs  7 ounces,  exclulive  of  the  fac ; fo  that  the  French 
filver  currency  has  not,  at  this  time,  lod  above  152  grains  upon 
the  fac  of  1200  Iivres,  which  is  about  per  cent.  This  is  a trifle 
upon  a fmall  fum ; but  as  no  difference,  however  fmall,  is  a trifle 
upon  a large  fum,  a limit  ought  to  be  fet  to  the  farther  diminution 
of  the  weight  of  the  currency,  which  might  be  accompliflied  eafily, 
by  ordering  all  facs  of  1200  Iivres  to  be  made  up  to  the  weight  of 
23  marks  7 ounces  effective,  for  .the  future.  This  would  be,  at 
prefent,  no  injury  -to  the  public,  there  would  be  a fufficient  allow- 
ance given  for  many  years  circulation  of  the  coin,  and  the  degra- 
dation of  it  in  time  coming,  would  be  effectually  prevented. 
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CHAP*  VIIL 

Of  the  Regulations  obferved  in  Holland^  with  regard  to  Coin  and 

Bullion, 

T order  to  examine  how  this  matter  Rands  in  the 

currency.  A Rates  of  the  United  Provinces,  and  with  this  I fliall  conclude. 

We  fliall  here  find  the  queRion  infinitely  more  involved  in  com- 
hinations,  than  hitherto  v/e  have  found  it.  We  fliall  find  the  moR 
fagacious  people  in  the  world,  with  regard  to  trade  and  money, 
Rruggling  with  all  the  inconveniencies  of  an  ill  regulated  coinage, 
and  an  old  worn  out  filver  currency  ';  carrying  on  their  reckonings 
by  the  help  of  agio  ; ,weigiiing  their  fpecie  ; giving  allowance  for 
light  weight  5 buying  filver  with  filver,  and  gold  with  gold ; as  if 
it  were  impoflible  to  bring  the  value  of  thefe  metals  to  an  equation  ; 
and  loading  commerce  with  an  infinity  of  brokers,  Tews,  and 
cafliiers,  without  the  aid  of  which  it  is  impoflible  in  Holland  either 
to  pay  or  to  receive  confiderable  fums  in  material  money. 

It  is  very  true  that  what  muR  appear  an  inextricable  perplexity 
to  a Rranger,  is  really  none  at  all  to  the  Dutch.  Trade  is  there  fo 
well  reduced  to  fyRem,  and  every  branch  of  it  fo  completely  fiir- 
niflied  with  hands  to  carry  it  forward,  that  the  whole  goes  on  me- 
chanically, and  though  at  a great  additional  expence  to  trade  in  ge- 
neral, yet  at  none  to  the  merchant;  becaufe  he  regularly  fums  up 
all  this  extraordinary  expence  upon  his  dealings,  before  he  fuper- 
adds  his  own  profit  upon  the  operation.  Were  therefore  all  this 
unneceffary  expence  avoided,  by  a proper  regulation  of  the  coin, 
the  confequence  v/ould  be,  to  diminifii  the  price  of  goods  to  Rran- 
gers,  as  well  as  to  the  inhabitants,  to  leave  the  profits  upon  trade, 
relative  to  the  merchants,  exactly  as  before ; and  to  increafe.  con- 
fiderably,  the  trade  of  the  republic,  by  enabling  them  to  furnifli  all 
commodities  to  Otuer  nanons  cheaper  than  tney  can  do,  as  matters 

Rand ; 


J 
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Hand ; but  were  this  plan  put  in  execution,  the  confequence  would 
alfo  be,  to  take  bread  from  all  thofe  who  at  preient  live  by  the  dif- 
order,  which  ought  to  be  removed. 


Of  the  regulations  in  the  Dutch  mint. 


Regulation’s 

^ 7-r  7 7 intbeDutcIi’ 

The  unit  of  weight  in  the  Dutch-  mint,  is  the  marc  Holland  s troes, 
or  gold  weight. 

This  w^eight  is  about  iL  per  cent,  lighter  than  8 ounces  Engliili  Their  umt 
weight,  without  coming  to  the  mod  fcrupulous  exactneis.  the  marc 

This  marc  is  divided  into  8 ounces  ; every  ounce  into  aa  engles  ; 
every  engle  into  32  aces  or  grains.  The  ounce  therefore  contains 
6 AO,  and  the  marc  5120  aces.  By  this  weight,  bullion  is  bought, 
and  the  coin  is  delivered  at  the  mint,  or  weighed  in  circulation, 
w^hen  weighing  is  necelTary. 

The  mint  delivers  tlie  lilver  coin  by  the  marc  weight ; but  from  The 

^ , of  weight  ca 

the  full  weight,  there  is  deducted  as  a remedy,  one  engies  and  one^-jiyg., 

ace,  or  33  axes  : fo  the  marc  of  the  mint,  by  which  they  deliver  me. 

filver,  contains  5087  aces,  in  place  of  5120. 

The  finenefs  of  the  Dutch  filver  is  various,  according  to  the  fpe- Thy  ffnene^ 

. , porfilYeris 

cies.  I fiiall  here,  foi"  the  greater  diftinclriefs,  take  notice  only  or  ia 

the  fxnenefs  of  the  florins  ; becaufe  it  is  the  bed  and  the  mod  dan- 
dardcoin,  ufed  in  the  payments  of  foreign  bills  of  exchange,  leav- 
ing the  other  varieties  of  their  fpecie  to  be  confldered  afterwards. 

By  florins  I mean  (befides  the  florin  pieces)  thofe  alfo  of  30  divers, 
and  the  3 florin  pieces,  the  dandard  of  wdiicli  is  all  the  fame,  to  with  one 

™ . T ■ r j graia  of  re-  ■ 

Wit,  44-  fine  wnth  one  gram  or  remeuy. 

The  mafs  of  filver  in  the  Dutch  mint,  (when  we  fpeak  of  the  fine- 
nefsl  is  fupnoied  to  be  divided  into  12  pence,  and  every  penny  into  yckon  their 
24  grains,  as  in  France.  dard. 

Any  mafs  of  filver,  therefore,  of  wdiatever  weighty  is  fuppofed 
to  be  divided  into  288  pans;  confequently  by  44  fine  with  one 
grain  of  remedy,  is  meant,  that  there  are  263  of  thefe  parts 
and  the  remaining  25  parts  of  alloy . This  is  the  exacf  dandard  of- 
the  Dutch  florins. 
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To  find  therefore  the  number  of  grains  of  fine  filver  in  the  marc 
weight,  as  it  is  delivered  at  the  mint,  we  muft  fiate  this  proportion, 
288  : 263  ."3*087  : 4(545'.4. 

Exa£i:  quan-  The  mate  therefore  of  coined  filver  florins,  after  all  deductions 
JiivefinT  for  alloy,  and  for  remedies  of  weight  and  of  finenefs,  contains  of 
fine  filver  4C45.4  aces  Hollands  troes. 

This  marc  is  ordered  to  be  coined  into  florins.  If  therefore 

4645.4  aces  of  fine  filver  be  worth  or  (in  decimals,  for  the 

fake  of  facilitating  calculation)  23.2024  florins,  then  the  full  marc 
or  5120  aces  of  fine  filver  will  be  worth  25.572  florins  by  this  ana- 
logy,  4645.4  : 23.2024;  :512a  : 25.572. 

But  the  mint  price  of  the  marc  of  fine  filver  is  25*.  i florins.  The 
difference,  therefore,  between  the  mint  price  of  fine  filver,  and 
the  price  of  it  in  the  coin,  will  fhew  exaffly  the  expence  of  coinage. 
State  thus, 

The  price  of  a marc  of  fine  filver  in  the  coin  fl, 

Price  of  ditto  as  paid  by  the  mint  - - - 


florins  as 
they  come 
from  the 
mint. 


Mint  price 
of  fine  filver. 


2 s.  I 


Q.47; 


Price  of 
coinage  in 
Holland  is 
about  14 
per  cent, 
on  filver. 
Of  the 
Dutch  gold 
coins. 


Price  of  coinage 

To  know  how  much  this  makes  per  cent,  fiate  thus, 

25*.  I : 25.472;:  100  : 101.48 

So  tnat  in  Holland  there  is  not  (^uite  14  per  cent,  taken  upon  the 
coinage  of  filver  florins.  Let  us  next  examine  the  regulations  as  to 
gold  coin. 

There  are  in  Holland  two  fpecies  of  gold  coins  of  different 
v/Cights,  finenefs,  and  denominations,  to  wit,  the  Ducat  and  the 
Rider 'y  we  muft  therefore  examine  them  feparately. 

^ that  is.  a coin  ftruck 

denomina-  under  the  authority  of  the  ftate,  in  all  the  mints,  and  of  a deter 

minate  weight  and  finenefs  ; but  not  a legal  money  in  payments' 
becaufe  it  has  no  /e^-a/  denomination.  ’ 

Ducats  are  delivered  by  the  marc  weight  as  the  filver*  but  ther 
is  a remedy  of  weight  deduc'led  of  pne  engle  per  marc  So  the 
marc  of  ducats,  as  delivered  by  the  mint,  weighs  but  yo88  aces.  * 
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The  finenefs  of  the  ducats  is  (as  in  the  empire)  of  23  carats  8 The  Hneaeft 
grains  ; but  in  Holland  they  allow  one  gram  or  remedy.  grains. 

The  ilandard  of  the  gold  is  reckoned  by  carats  and  grains : 24  How  the 
carats  are  called  fine  gold,  and  ev'Cry  carat  is  divided  into  12  grains ; reckoned, 
fo  let  the  mafs  of  gold  be  of  Vvdiat  weight  foever,  it  is  always  fup- 
pofed  to  contain  288  parts,  that  is,  12x24:  at  this  rate  the  finenefs 
of  ducats  is  283  parts  fine  gold,  and  5 parts  alloy. 

The  imperial  ducats  ought  to  be  284  parts  fine,  3 parts  filver,  and 
one  part  copper,  without  any  remedy ; but  in  Holland  the  aflayers  the  empire, 
bring  the  gold  to  the  finenefs  of  23  carats  and  8 grains  j then  they 
fuppofe  that  v/hat  remains  is  all  filver,  and  they  take  their  remedy 
by  adding  one  grain  of  copper.  Dutch  ducats  are  therefore  fome- 
thing  in  the  finenefs,  though  nothing  in  the  weight  below  the 
regulations  of  the  empire. 

To  find  the  number  of  grains  of  fine  gold  in  the  marc  weight,  Exaft  quaa- 
as  it  is  delivered  from  the  mint,  we  muft  Hate  this  proportion, 

283  ; ■-  5088  : 4999.6. 


tity  of  fine 
gold  ia  a 
marc  weighs 
of  Dutch 

The  marc^  therefore,  of  gold  coined  into  ducats,  after  all  deduc-  ducats  as 
tions  for  alloy,  and  for  the  remedies  of  weight  and  finenefs,  con- 
tains  4999.6  aces  of  fine  gold.  This  marc  is  ordered  to  be  coined 
into  70  ducats. 

If,  therefore,  4999.6  aces  of  fine  gold,  be  worth  70  ducats,  then 
the  full  marc  of  y 120  aces  of  fine  gold  v/ill  be  worth  71.687  ducats, 
by  this  proportion,  4999.*^  = 70;: 3 120  : 71.687. 

But  the  mint  price  of  the  marc  of  fine  gold  is  7 1 ducats.  Mint  price 

^ £ fi  old 

The  difference,  therefore,  between  the  value  of  a marc  of  fine  ° 8°  » 

gold  in  ducats,  and  the  price  given  by  the  mint  for  the  fame  quan- 
tity of  fine  gold  bullion,  fliews  the  expence  of  coinage.  State  thus. 

Price  of  the  ma.rc  of  fine  gold  in  ducats  - 71.687  ducats 

Mint  price  of  the  marc  ditto  - - - 71 

Price  of  coinage  - - » - “ 0.687 

To  know  how  much  this  makes  per  cent.  Hate  thus, 

71:71 .687 : : 1 00  : 1 00.96. 

VOL.  IT,  M So 


the  lame. 


82  AN  INQUIRY  INTO  THE  PRINCIPLES  Book  III.  P.2. 

Price  of  So  that  there  is  not  quite  i per  cent,  taken  in  Holland  upon  the 
BpoScats  coinage  of  their  gold  ducats. 

about  I per  ^pon  the  filver  florins  there  is  (as  we  have  feen)  near  14  per 

Thd  price  of  confequently,  there  is  an  encouragement  of  i\  per  cent,  gvetn 
coinage  upon  Pqj.  carrying  gold  to  the  mint  preferably  to  filver;  which,  in  my 
ihould  be  humble  opinion,  is  ill  judged.  I allow  that  the  expence  of  coining 
a mm  in  filver  is  greater  than  the  expence  of  coining  the  fame  fum 
in  gold  ; but  I think  it  is  better  to  allow  an  additional  profit  to  the 
mint  upon  the  gold,  than  to  difturb  the  equality  of  intrinfic  value 
which  ought  to  be  contained  in  the  fame  fam  coined  in  gold  and 
filver.  But  indeed,  according  to  the  prefenc  ftate  of  the  Dutch  mint,., 
this  fmall  irregularity  is  not  much  to  be  minded,  as  we  Ihall  lee- 
prefently. 

Riders  are  a coin  but  lately  ufed  in  Holland.  Formerly,  the 
Dutch  had  no  legal  gold  coin,  filver  was  their  ftandard ; and  ducats 
as  a negotie  pfenning  (as  they  call  them)  found  their  own  value,  hav-- 
ing  no  determinate  legal  denomination,  as  has  been  faid. 

But  of  late  the  States  have  coined  this  nev/  fpecies  of  gold,  to? 
which  they  have  given  a fixed  denomination,  and  the  authority  of 


The  Rider 


has  a legal 
denomina- 
tion, and  is 


a lawful  ten-  ^ legal  coiii,  to  be  received  in  all  payments,  fo  far  as  one  third  of 


der  in  pay-  ^ ~ ^ 

inents  to  i.  the  fum  to  he  paid;  the  other  two  thirds  muft  be  paid  in  filver 

e um,  1^,^^  ijT^ore  afterwards,  our  prefent  bnfmefs  being  to  examine 

the  weight,  denomination,  and  finenefs  of  this  fpecies.. 

Is  coined  al-  Riders  are  coined  by  the  State  alone,  no  private  perfons  carrying 

ftate  and  for 
the  ft 
th 

no  mint 


bullion  to  the  mint  for  that  piirpofe ; the  coinage,  therefore  not 

public,  it  is  in  vain  to  feek  foj;amint  price. 
They  are  delivered  at  the  mird  by  tale,  not  by  w^eight fo  we  mufi 
inquire  into  the  ftatute  weight,  finenefs,  and  denominations  of  this 
fpecies,  in  order  to  difeover  the  quantity  of  fine  gold  which  is  con- 
tained in  the  florin  of  this  currency this  we  fhall  compare  with 
the  florin  in  the  ducat,  and  fo  ftrike  an  equation  between  the  florin 
in  this  ftandard  coin,  and  in  the  other,  which  finds  its  own  price, 
according  to  the  fluaiuation  of  the  metal  it  is  made  of. 
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A marc  of  fine  gold  fti'uck  into  riders  circulates  for  374  florins.  Regulations 

. ^ - as  to  the 

This  is  the  regulation  as  to  the  weight.  .finenefs,  de- 

The  ftandard  is  exactly  44  fine,  or  22  carats,  without  any  remedy, 

The  denomination  is  14  florins  for  every  rider,  the  half  rider  in  of  riders, 
proportion.  To  diicover  therefore  the  quantity  of  fine  gold  in  a 
rider,  we  muft  firft  divide  374  by  14,  which  will  give  the  iiumDer 
of  riders  in  the  marc  fine,  viz.  26.714  riders  ; then  we  muit  fay,  if 
26.714  riders  contain  a marc  of  fine  gold,  or  4120  aces,  how  much 
will  one  rider  contain  ? The  anfwer  is  ^4444,=  191.65. 

' Divide  this  bv  14,  and  you  have  the  number  of  aces  of  fine  gold  Quantip'  of 

-'7  4 116-  z fine  gold  m 

contained  in  a florin  of  this  currency,  13*69*  a florin  of 

Here  then  is  the  exacT  weight  of  the  fine  gold  contained  in  one 
florin  of  the  currency  in  riders. 

Pgj-  now  examine  how  mucn  a ducat  ought  to  pafs  foi,  in  order  xo  pnt  tlie 
to  be  upon  a par  with  the  currency  of  tne  riaers.  ^ 

We  have  feen  that  a marc  of  fine  gold  is  coined  into  71.687 
cats.  That  number  of  ducats,  therefore,  to  be  upon  a par  with  the  cuiae  for  5 
riders,  Ihould  be  worth  374  florins.  Divide,  therefore,  this  laft 
number  by  the  firfi,  you  have  ^,44^=5.217  florins,  which  is  a little- 
more  than  5 florins  44  ftivers. 

Were  die  States,  therefore,  to  give  a fixed  denomination  to  du- Utility  of  not 
cats,  they  ought  to  be  put  at  that  value  ; but  the  trade  of  Holland 
requhes  that  this  coin  fhould  be  allowed  to  flucfuate,  according  to  6on  of  du- 
circumflances.  The  great  demand  at  prefent  (i  76,1)  for  gold  to  fend 
to  the  armies  preferably  to  filver,  on  account  of  the  eaie  of  tran- 
fportation,  has  raifed  the  value  of  that  metal,  perhaps  4 per  cent. 
above  vdiat  it  would  otherwife  be.  If  then  4 per  cent,  be  added,  it 
will  bring  the  ducat  to  the  prefent  current  value,  to  wit,  5.44  florins. 

If,  therefore,  in  order  to  bring  the  currency  of  ducats  upon  a par 
with  the  riders,  they  w^ere  fixed  at  5.44  florins,  it  is  very  plain,  that 
no  more  would  be  fent  away  in  payment  at  that  rate,  becaufe  of 
the  prefent  advanced  value  of  gold ; confequently,  none  v/ould  be 
coined  j the  mints  w^ould  be  flopped,  and  the  armies  would  be  paid 

M 2 in 
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in  guineas  and  Portugal  gold  ; the  melting  and  recoining  of  which 
keeps  all  the  mints  in  Holland  in  conflant  occupation. 

This,  hefides  employing  and  giving  bread  to  a number  of  hands,, 
multiplies  the  Dutch  currency,  at  a time  when  they  have  fo  great 
occafion  for  it. 

Let  us  next  examine  the  proportion  of  the  metals  in  the  coin. 

How  to  find  Here  we  muft  adhere  clofely  to  the  regulations  of  the  mint  above 
tion  of  fhr  mentioned,  and  only  determine  what  the  proportion  of  the  metals 
myais  in  the  ’^yould  be,  wcre  the  coin  of  Holland,  both  gold  and  filver,  of  flan- 
land,  and  a dard  Weight,  and  were  it  the  pradlice  to  pay  for  the  metals  at  the 
ph°iioLe-  mint,  indifferently  in  either  fpecies.  But  neither  of  thefe  fuppo- 
vSi  ofd^a-  admitted : Firft,  becaufe  the  Elver  coin  is  not  of  its 

due  weight ; and  in  the  fecond  place,  becaufe  the  mint  never  buys 
gold  bullion  but  with  gold  coin,  nor  filver  bullion  but  with  filver 
coin.  This  is  the  infallible  confequence  of  a coinage  ill  regulated 
in  what  relates  to  the  proportion  of  the  metals,  vrhich  ought  refpec- 
tively  to  be  put  into  the  fame  fum,  in  the  two  different  fpecies. 

It  would  be  endlefs  to  examine  the  proportion  of  the  metals,  with 
refpea  to  every  fpecies  of  their  coin.  It  would  alfo  be  incorrea  to 
examine  it  a.s  to  the  ducats  j becaufe  that  fpecies  has  no  fixed  legal 
denomipxation  ; and  the  proportion  of  the  metals  is  to  be  difco^^^ered 
by  the  denomination  of  the  coins  only.  * 

Ducats  pafs  current  among  the  people  for  y florins  y ftivers  ; but 
with  merchants,  who  buy  them  as  merchandize,  their  value  is' con- 
tinually varying.  At  prefent  (September  lydi)  the  new  coined 
ducats  brought  in  bags  from  the  mint,  which  never  have  circu- 
lated, are  bought  for  y florins  44  flivers  ; thofe  which  have  circu- 
lated (were  it  for  a day)  fall,  from  that  very  circumftance,  to  y flo- 
rins 4|  flivers  ; which  is  a diminution  of  near  4 per  cent ' of  the^ 
value.  This  phenomenon  fliall  afterwards  be  accounted  for. 

: This  being  the  cafe,  we  have  no  method  left  to  judge  of  the  pro- 

)n 
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of  full  weight,  and  in  new  riders ; the  one  and  the  other  coined 
according  to  the  regulations  of  the  mint  above  mentioned. 

It  has  been  fliewn  that  a marc  of  fine  gold  in  riders,  circulates 
for/.  374,  and  that  a marc  of  fine  filver  in  florins,  circulates  for 
/ 2^.572  ; divide  the  firft  by  the  laft,  you  have  the  proportion  as 
I to  14.62:  But  we  fliall  afterward  difcover  a circumftance,  not 
taken  notice  of  in  this  place,  which  will  reduce  the  proportion 

lower. 

From  the  above  calculations,  we  may  eafily  difcover  the  exad 
quantity  of  fine  filver  and  fine  gold  contained  in  a Dutch  florin,  ^ fLonn 
whether  realized  in  filver  florin  pieces,  in  gold  riders,  or  in  ducats. 

As  this  will  be  of  ufe  when  we  come  to  examine  the  par  of  ex- 
change, it  will  not  be  amifs  to  fet  before  the  reader,  the  exa6t  flate 
of  that  particular  before  we  proceed.  We  have  faid  that  whoever 
receives  /.  24.572  in  filver  florins  of  full  weight,  receives  a marc  of 
fine  filver,  which  contains  5120  aces.  Divide  the  laft  fum  by  the 
firft,  you  have  200.21  aces  of  fine  filver  for  the  florin. 

Whoever  receives  / 374  in  gold  riders,  receives  a marc  of  fine  Quantity^ 
gold,  which  contains  5120  aces.  Divide  the  laft  fum  by  the  firA^florifif  * 
you  have  13.69  aces  of  fine  gold  for  the  florin.  riders. 

We  have  feen  that  ducats  fluctuate  in  their  value,  having  no  isveffigadba 
legal  denomination,  which  obliged  us  to  ftate  the  current  value 
a marc  of  them  at  71.687  ducats,  not  being  able  to  exprefs  that  tl'-e  ducai 
value  in  florins  ; becaufe  of  the  unfettled  denomination  of  that  fpe- 
cies.  Let  us  now  fpecify  that  value  in  florins,  upon  three  fuppo- 
fitions.  The  firft,  that  the  ducat  is  worth  what  it  pafles  for  among 
the  people,  to  wut,  5/  5/.  The  fecond,  at  the  value  of  new  du- 
cats from  the  mint,  to  wit,  5/  41/.  The  laft,  at  the  merchant 
price  of  good  ducats,  which  have  circulated,  towut,  5/  44/. 

In  the  firft  cafe  (the  ducat  at  5 /.  5/.)  71.687  ducats  are  worth 
376.35  florins,  this  being  the  value  of  a marc  of  fine  gold  in  ducats, 
and  the  mare  containing  5120  aces  ; divide  the  laft  by  the  firft,  you 
have  13.604  aces  of  fine  gold  for  the  floriiL.- 


la 


86 


AN 


INQUIRY  INTO  THE  PRINCIPLES  Book  III.  P.  2, 


la  the  fecoad  cafe  (the  ducat  at  44/0  71.^87  ducats  are  worth 
■^7^.04  florins  1 by  which  number  divide  yiao  as  before,  you  have 

13.651  aces  of  fine  gold  for  the  florim 
In  the  laft  cafe  (the  ducat  at  5/  4 4/0  71*^87  ducats  are  worth 
374.11 ; by  which  number  dividing  5120,  you  have  13.685  aces  of 
fine  gold  for  the  florin,  which  comes  within  a trifle  of  the  florin  in 
riders. 


by  which  It 
appears  that 
the  late  war 
has  raifed 
the  value  of 
gold,  and 
fee  the  mar- 
iket  price  of 
the  metals 
In  Holland  at 
1 to  14.785. 


Which  is  a 
rife  upon  the 
value  of  gold 
of  i.ii  per 
cent. 


But  now  (in  June  1762)  I learn,  that  the  courfe  of  new  ducats 
from  the  mint  in  the  Holland-market,  is  got  up  to  5/  54 /.  in  this 
cafe,  71.687  ducats  are  worth  378.1  florins;  by  which  number 
dividing  5120,  as  before,  you  have  aces  of  fine  gold  for  the 

florin. 

If  we  feek  here  the  proportion  between  the  gold  and  fliver,  we 
mufl  ftate  thus.  If  a florin  in  ducats  contain  13.541  aces  of  fine 
gold,  and  a florin  in  fliver  coin  contain  as  above  200.21  aces  of  fine 
filver,  then  13.541  : 200.21 ::  i : 14.785.  So  the  effedl  of  this  war  has 
already  been  to  raife  the  value  of  gald  1.12  cent,  above  what  it 
was  efteemed  to  be,  when  the  riders  were  coined. 

The  proportion  as  to  riders  is,  as  before,  i to  14.62. 

The  prefent  proportion  as  to  ducats  is  i to  14.785. 

14.62  : 100::  14.785  : IOI.12. 

I mufl  farther  obferve  upon  this  fubject,  that  although  we  have 
feen  that  the  ducats  which  have  circulated  for  ever  fo  fhort  a while 
\vhen  bought  at  5 /.  4l-/-  produce  for  the  florin  13.685,  (which  is 
more  than  is  produced  by  the  new  coined  ducats  frefh  from  the 
mint)  we  are  not  from  this  to  conclude,  that  the  former  are  intrin- 
fically  a cheaper  currency  than  the  latter.  I have  been  at  all  the 
pains  imaginable  to  v/eigh  thefe  ducats  againft  others  frefti  from 
the  mint ; and  alfo  to  compare  their  weight  with  what  it  ought  to 
be  by  the  regulation ; and  I have  conftantly  found  near  4 per  cent 
difference  between  them.  This  is  entirely  owing  to  the  nature  of 
the  coin.  The  ducat  has  a large  furface  in  proportion  to  its  v/eiflit  - 
it  carries  a very  fharp  impreflion,  full  of  fmall  points  ; the  cord 
about  the  edges  is  exceedingly  rough ; fo  that  the  leafe  rubbing. 
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breaking  off  thofe  fmall  points,  diminiffies  the  weight  of  the  price 
near  4-  per  cent,  which  is  clear  lofs,  not  only  to  the  proprietor,  but 
to  the  Hate,  and  to  all  the  world.  Belides,  thofe  who  are  obliged 
to  go  to  the  mint  for  new  ducats,  are  fuppofed  to  bear  the  greateft 
weight  of  the  coinage  of  a piece  which,  having  no  legal  denomi- 
nation, is  left  afterwards  to  feek  its  own  value,  according  to  that 
of  the  metals  at  the  time. 

As  I have  entred  into  this  minv^te  detail  of  the  weight  of 
lilver  and  fine  gold  contained  in  the  Dutch  florins,  with  a view  to  minute  detail 
facilitate  the  calculation  of  the  par  of  the  metals  contained  in  the  calculate  the. 
coins  of  Holland,  and  thofe  of  other  nations  ; I muft  next  mention 
the  proportion  between  the  aces  in  which  we  have  expreiled  the  Europe, 
weight  of  the  Dutch  fpecie,  and  the  grains  in  ufe  in  fome  of  the 
principal  nations  with  which  they  trade  : Thefe  I take  to  he  Eng- 
land, France,  and  Germany. 

The  reduction  of  weights  to  mathematical  exactnefs,  is  beyond  Proportiba. 

. n r 1 between  the 

the  art  of  man  ; and  to  this  every  one,  who  ever  tried  it,  mult  lub- mint  weights 

feribe.  I have  been  at  all  the  pains  I am  capable  of,  to  bring  thofe 

weights  to  an  eauation  ; and  here  follows  the  refuLt  of  my  exami- France,  andi 
° Germany. , 

nation  into  that  matter. 

By  all  the  trials  and  calculations  I have  made,  I find  that  y 192.8 
aces  Holland-troes  ; 3840  grains  Englifli  troy  weight;  467^.35, 
grains  Paris  poid  de  marc ; and  4649.03  grains  Colonia,  (which  is 
the  gold  weight  of  the  empire)  are  exactly  equab 

I reckon  by  the  loweft  denomination  of  thefe  feveral  weights,  to- 
wit,  their  grains  ; to  avoid  the  endlefs  perplexity  of  reducing  to  a. 
proportion,  their  pounds,  marcs,  and  ounces,  which  bear  no  regu- 
lar proportion  to  their  grains. 

To  give  fome  examples  of  this  metliod  of  calculating  the  exact  Pir  of  a- 
par  of  the  metals  contained  in  the  coin  of  thofe  nations,  reduced 
to  the  weights  of  Holland,  I fliall  ftate  the  following  computations. 

A pound  fterling  in  lilver,  by  the  flatute  of  the  43d  of  Elizabeth,  Dutch  flo- 
is  1718.7  grains  troy  fine;  to  know  how  many  aces  Holland-troes 
thatmakes,  ftate  thus,  3840  : 5192.8::  1.718.7  : 2324.1.  lafuvers. 


Par  of  the 
pound  fier 


3 ftivers 
and 
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Divide  2324.1  by  200.21,  (the  number  of  aces  contained  in  a filver 
florin)  you  have  for  the  par  of  the  pound  fterling,  /.  1 1.60^. 

A pound  fterling  in  guineas,  by  the  flatute  fixing  guineas  at  21 

puuuu  liCl-  ./'•ft, 

ling  in  gold  fhillings,  contains  1 1 3 grains  troy  fine ; to  know  how  many  aces 

So  Eodas  Holland-troes  that  makes.  Rate  thus, 

3840  : yipa.S::  113  : ijz.S. 

Divide  152.8  by  13.^9,  (the  number  of  aces  contained  in  a gold 
florin  in  riders)  you  have  for  the  par  of  the  pound  fterling  in  gui- 
neas,/.  1 1. 1 61. 

Par  of  a A Freiicli  louis  d’or  contains  1 37.94  grains  poid  de  marc  fine  gold  j 

Fr  li  lo  is 

d’or  with°the  kuow  how  many  aces  Hollands  that  makes,  flate  thus, 

hTiSs  4^70.33  ••  5192.8 ::  137.94  : 153. 1 7* 

3 divers  Divide  153.17  by  13.69,  (the  number  of  aces  contained  in  a gold 
florin  in  riders)  you  have  for  the  par  of  the  louis  d’or,  /.  1 1.188. 
livresFrench  Lvrcs  French,  contain  1996.88  grains  poids  de  marc  of  fine 
in  filver  with  filver ; to  kiiow  how  many  aces  Hollands  that  makes,  flate  thus, 

the  fame  flo-  ^ z ^ nr. 

rin,  is  II  4^7<^.36  : 6192.8:1  1996.88  : 2217.4. 

donnsiifti-  Divide  2217.4  by  200.21,  (the  number  of  aces  in  a filver  florin) 

and  you  have  for  the  par  of  24  livres  French  filver,  /.  1 1.076. 

Scfof^'  French  filver  here  is  lefs  valuable  in  Holland  than  the  gold  : 

trade  againd  this  is  uo  proof  that  the  proportion  between  the  metals  in  the  refpec- 

September  nations  is  different  (we  fhall  foon  find  it  to 

be  very  exaffly  the  fame) ; but  this  preference  in  favour  of  the 

French  gold,  is  owing  to  the  temporary  demand  for  gold  on  account 

of  the  war ; for  which  reafon  no  French  filver  coin  appears  at  pre- 

fent  in  Holland.  I write  in  September  1761. 

I muft  alfo  obferve,  that  at  this  time  the  courfe  of  louis  d’ors  is 
1 1 /•  4/*  which  is  little  or  nothing  above  the  real  par  of  the  metal 
they  contain  ; w^hich  in  peaceable  times  is  not  the  cafe.  This 
proves  how  ftrongly  the  balance  of  trade  is  againft  France  with 
refpea  to  Holland,  as  it  has  reduced  her  fpecie  to  the  price  of  bul- 
lion : it  is  not  fo  in  Germany. 

kri  borne  for  thefe  feyeral 

^eriing^iu  jears  in  exchange,  and  the  great  fall  of  its  %vorth  in  Holland  of 

late, 
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late,  when  it  has  been  at  i o/  i o/.  is  no  argument  againft  the 
high  converfion  I have  given  it,  to  wit,  above  iif.  iifi.  Were 
there  nothing  but  filver  coin  in  England,  and  were  it  all  of  ftan- 
dard  weight,  exchange  would  frequently  run  even  above  that  value 
in  peaceable  times  ; becaufe  the  filver  coin  in  Holland  is  light,  and 
I have  reckoned  it  as  if  it  were  of  full  weight. 

It  will  be  obferved,  that  the  par  upon  the  gold  does  not  quite 
amount  to  1 1 /.  4 fl.  the  reafon  of  which  is  the  great  difproportion 
in  the  Britifii  coin,  between  the  intrinfic  value  of  a pound  flerling 
in  filver,  and  in  gold,  when  both  are  of  ftandard  weight ; the  latter 
being  near  5 per  cent,  worfe  than  the  former,  when  the  proportion 
of  the  metals  is  fuppofed  to  be  at  144.  But  at  prefent  there  are 
no  fterling  pounds  in  filver  money  ; there  is  no  filver  in  England  in 
any  proportion  to  the  circulation  of  trade ; and  therefore  the  only 
currency  by  which  a pound  can  be  valued,  is  the  guinea. 

It  has  been  faid,  and  I think  fuffidently  proved,  that  the  price  of  Owing 
the  metals  in  the  market,  fiiew  very  exadlly  the  weight  of  the  cur-  o^he  gold* 
rency  in  nations where  coinage  is  free,  when  there  is  no 
prohibition  ( put  in  execution J againft  the  exportation  of  the  coin.  This  time, 

I take  to  be  the  cafe  in  England.  Now  gold  there  has  rifen  of  late 
to  4 /.  o J-.  8 d.  per  ounce  ; from  which  I conclude,  that  the  gui- 
neas with  which  it  is  bought,  or  with  which  bank  notes  are  paid, 
are  at  prefent  fo  light,  that  4/.  o.f.  8d.  of  them  do  not  weigh 
above  an  ounce,  (the  good  guineas  are  exported)  whereas  an  ounce 
of  new  guineas  is  v/orth  no  more  than  3 /.  17  io±d. 

Gold,  therefore,  which  now  fells  for  4/.  os.  2d.  would  cer- 
tainly be  worth  no  more  tha%  3 /.  17  s.  loid.  v/ere  Englifh  gold  coin 
of  its  proper  weight : and  the  price  of  it  will  come  down  to  that 
value,  in  proportion  as  circumftances  fhall  call  back  the  heavy- 
guineas. 

To  facilitate  the  verification  of  this  point,  I fhall  firft  obferve,  that 
the  difference  between  4/.  os.  2d.  and  3./.  17  s.  lold^  ^.^7  per  cent. 

The  Englifh  gold  currency,  therefore,  at  the  time  fiandard  bullion 
was  worth  4 L os.  2d.  miift  have  been  worn  4.57  per  cent.  Gui- 

VQL.  IE  N 


neas^ 
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neas,  when  of  full  weight,  weigh  129.43  grains  Ox  tioy  weight; 
if  fuch  guineas  are  v/orn  4.57  fer  cent,  they  ougnt  to  weigh  no  more 
than  123.23  grains  troy.  Now  let  any  man  try  the  expeiiment,  and 
put  an  old  guinea,  taken  by  chance  (not  . picked  out)  into  a fcale, 
and  fee  whether  it  has  not  been  worn  down  to  123.23  grains ; and 
let  him  aifo  examine  whethenthe  of  the  guineas,  at  the 

time  when  gold  bullion  has,  got  to  ib  high  a price,  are  not  of  Ring 
George  I.  and  his  predeceilbrs  : tliefe  I call  old. 

Befides  thefe  there  are  other  circumllances  to  be  attended  to. 
Men  who  job  in  coin,  pick  up  all  the  worft  guineas  they  can  when 
they  go  to  market ; or  if  they  buy  with  paper,  we  may  decide,  that 
the  bank  at  that  time  pays  in  guineas  not  above  the  weight  of 
123.23  grains  troy  ; for  if  the  bank  paid  with  guineas  of  a greater 
weight,  he  who  had  occafion  to  carry  his  paper  to  market  to  buy 
gold  bullion,  would  certainly  rather  go  to  the  bank,  and  afterwards 
melt  down  their  guineas.  Were  the  bank  of  England  never  to  pay 
but  in  -gold  of  full  weight,  and  were  the  exportation  of  giiinea.> 

. free,  it  is  impoffible  that  gold  fhouid  ever  rife  above  the  mint  price, 
which  is  3 /.  ly  s.  i oi  d. 

As  a farther  confirmation  of  the  juflnefs  of  the  high  valuation  I 
have  put  upon  a filver  pound  fierling  of  llandard  weight,  I fiiall  ob^ 
ferve,  that  a new  guinea  pafies  in  Holland  (at  the  time  wdien  the 
exchange  is  at  10 f.  10 Jl.')  for  11  f.  ii  Jl.  and  every  body  knows 
that  fuch  a guinea  in  England  is  not  above  the  intrinfic  value  of  a 
filver  pound  fierling  of  full  tveight.  If  then  I can  get  ii  f.  1 1 Jl,  foj* 
a new  guinea,  I ought  to  get  as  much  for  a new  iilver  pound  fter- 
ling,  fince  the  intrinfic  value  of  both  is  the  fame,  when  the  proper., 

• tion  of  gold  to  filver  is  as  i to  14b  Now  this  guinea  miift  be 
worth  more  than  ii/.  iiJL  becaufe  the  Jews,  who  carry  them  to 
the  mint,  give  that  price  for  them  (I  have  difpofed  of  them  to  Je\vs 
at  that  value ; and  as  the  coinage  of  ducats  cofis,  as  we  have 
Icen,  near  i per  cent,  the  guinea  is  intrinficaliy  worth  2 ftivers  more 
mhatis  1,1/  but  as  gold  at  prefent  bears  an  advanced  price  ' 

,*  Thh.ivas  writ  in  Holland, 

nipon 
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upon  account  of  the  war,  and  tliat  the  proportion  between  gold 
and  filver  is  in  Holland  above  1 to  14^,  thefe  are  the  reafons  why 
the  guinea,  in  Holland,  is  at  prefent  lomething  above  the  intrinfic 
value  of  a filver  pound  fterling,  vdiich  we  have  ftated  at/.  1 1.605?, 
a trifle  above  ii  /.  12/. 

Let  me  here  obferve,  by  the' bye,  that  alh  the  pounds  remitted  ’ 

' ^ ^ tne  wrong  - 

from  Holland  to  England,  for  filling  the  fubfcription  for  12  millions  balance  of 
of  laft  year,  coll  the  remitters  but  about  10/  10/.  for  the  pound 
flerling..  If  this  low  courfe  of  exchange  be  owing  (as  fome  pretend) 
to  a wrong  balance  of  trade  againfl;  England,  and  not  (as  I pretend) 
to  the  lightnefs  of  the  gold  currency  ; then  mull  allow,  that  the 
expence  of  the  German  war  (which  is  what  alone  carries  off  coin 
out  of  the  kingdom)  muft  haye  exceeded  all  the  profits  of  the  Eng- 
lifli  commerce,  which  I apprehend  to  be  at  prefent  immenfe  ; and 
alfo  all  the  money  lent  by  foreigners  towards  the  loan  of  12  millions,  . 
rieaye  to  others  more  knowing  than  myfelf,  to  determine  if  fuch 
a fuppofition  be  admiflible.  If  it  be  rejected,  let  any  man  reflecT  . 
how  abfurd  it  would  be  to  raife,  at  this  time,  the  ftandard  of  the  . 
pound  fterling  to  the  old  yalue ; and  to  repay  at  1 1 /.  12/.  fuch  > 
fums  as  have  been  borrowed  at  the  value  of  1 0/  i o/.  or  in  other,  - 
words,  to  make  a,  prefent  to  the  Dutch  creditors  , of  above  iip^r  , 
cmt..  upon  account  of  a loan  for  a year  or  two.  . 

Having  now  given  as  good  an  account  as  I can  of  the  Dutch  coiri,. Defers  of  ■’ 
according  to  the  regulations  of  the  ftate,  ,I  fhali  next  point  out  the , 

^ - currency 

defefts  of  their  iilver  currency,  and  fliew  the  confequences  which  Holland.  . 
refult  fmm  them.  A^s  for  the  gold,'  it  is  at  prefent  perfecftly  well 
regulated.  The  riders  are  all  exaift  in  their  weight,  finenefs,  and 
denomination  ; the  ducats  are  all  now  recoined  of  legal  v/eight  and 
finenefs  ; and  the  denomination  not  being  fixed,  they  ferve,  in  a 
trading  nation,  as  a merchandize,  of  wliich  the  W'eight  and  fine*  ■ 
nefs  are  v/cll  aicertained.  The  only  defect,  therefore,  I can  difcover 
in  the  Dutch  gold  currency,  is  the  form  of  the  pieces.  They  have 
too  much  furface  in  proportion  to  their  weight,  and  the  impreflion  . 

N 2.  is  -: 


Account  of 
this  cur- 
rency. 


Regulations 
for  the  pay- 
ment of  fo- 
reign bills 
in  coin. 
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is  too  fliarp ; both  which  contribute  greatly  to  the  wearing  of  the 
coin. 

The  iilver  currency  of  Holland  is  of  two  Poi  ts.  The  bank  fpe- 
cies,  and  the  current  fpecies.  Here  it  muft  be  obferved,  that  by 
bank  fpecies  is  not  meant  Amfterdam  bunco,  or  bank  money,  but 
certain  coins  which  are  called  hankfpecies,  Thefe  are, 

Pieces  of  3 guilders, 

30  Rivers. 

■ 2 b Rivers. 

Thefe  are  called  groff  gelt,  as  being  the  good  fpecie,  of  which 
hitherto  we  have  only  fpoken.  Sums  to  be  paid  in  bank  fpecies, 
muR  be  compofed  of  A of  this  currency,  and  of  a of  what  follows, 
viz.  Riders  of  14  florins. 

Dutch  half  crowns  of  28  flivers. 

Ses  t’halves  of  34  Rivers. 

I have  put  in  the  riders,  though  a gold  coin,  in  order  to  give  a 
compleat  enumeration  of  all  the  kinds  of  thefe  bank  fpecies. 

Foreign  bills  drawn  on  Rotterdam  in  banco  (i,  e.  bank  fpecies) 
are  often  received  there,  in  any  of  the  above  fpecies,  without  regard 
to  the  4 which  ought  to  be  groff  gelt  5 but  when  the  holder  of  the 
bill  defires  the  acceptor  (which  the  latter  cannot  refufe)  to  write  it 
off  to  his  credit  in  the  current  bank  of  Rotterdam,  and  that  he  has 


there  no  Rock,  then,  if  he  brings  in  fpecie  to  the  bank,  it  muR  be 
as  above  fpecified. 

Ditto  for  Current  bills,  not  fpecified  by  the  word  banco,  are  generally  paid 
current  bills.  g^Q^ording  to  the  following  proportion: 

in  fchillings  of  6 Rivers, 
in  dubieties  of  2 Rivers. 

-4g-  in  good  filver. 

Ditto  for  Merchandize  are  paid  with  all  kinds  of  Dutch  filver,  only  in 
m^rchaa-  dubieties,  and  A gold,  lefs  ormore,  or  fometimes  none,  according 
to  agreement. 

The  deuo-  Etom  this  expofition  of  the  matter,  it  is  very  evident,  that  all 
Se  currencies  muft  be  of  different  intrinftc  values,  in  proportion 

filver  cur- 
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to  their  denomination  ; otherwifc,  why  all  this  trouble  about  regu-  rendes  noi 
lating  the  proportion  to  be  received  in  payments  ? This  proceeds  ^ 
from  two  caufes  : firft,  from  the  wearing  of  the  pieces  ; the  fecond, 
from  the  difproportion  of  the  finenefs  in  pieces  of  the  fame  weight  Caufe  of  this, 
and  denomination. 

As  to  the  iirft,  to  wit,  the  wearing  of  the  coin,  I Ihail  ob fere e,  Regulations 

- , , ri  • T,  -1  concerning 

that  the  three  denominations  of  the  good  iilver,  to  wit,  the  3 gtiii- 
der  pieces,  the  30  ftiver  pieces,  and  the  20  ftiver  pieces,  are  put  up 
promifcuQufly  in  the  fame  bags  j being  of  the  fame  finenefs,  and  current, 
confequently  of  the  fame  value,  in  proportion  to  their  weight. 

Thefe  bags  contain  doo  florins  each,  and  the  legal  and  full  weight, 
with  which  they  are  weighed  at  the  bank  current  of  Rotterdam,  is 
25  marcs  5 ounces  and  10  engles.  Now  the  exacT  weight  of  a florin, 
according  to  the  regulation,  is,  as  we  have  faid,  200.21  aces  fines 
then  the  600  florins  ought  to  weigh  1201.26  aces  fine,  which  at  the 
flandard  of  263  parts  fine  to  25  alloy,  is  131545'  aces  flandard:  by 
this  analogy,  263  : 120120:’.  288:  131545’  > which  is  equal  to  25  marcs 
5 ounces  10  engles  and  13  aces.  So  tl^  weight  at  the  bank  is  but 
1 3 aces  lighter  than  in  flridlnefs  it  ought  to  be ; which  is  fo  fmall  a 
difference,  that  it  could  hardly  turn  a fcale  with  fuch  a weight  fuf- 
pended  in  it  : for  w'hich  reafon,  I fuppofe,  it  is  left  out,  for  the 
fake  of  the  even  reckoning  of  25  marcs  54  ounces. 

Did  thefe  bags  of  filver  coin  come  up  to  the  full  weight,  then  the  - 
filver  currency  in  Holland  would  be  good  as  to  thofe  pieces  ; but  as 
the  greateft  part  of  them  are  old,  having  been  ftruck  with  the  ham- 
mer, and  are  of  unequal  weight,  having  been  coined  f al  marco ) in 
the  old  fafhion,  when  coin  was  weighed  by  the  marc,  and  not  as 
at  prefent  piece  by  piece,  it  is  impoffible  they  fhould  be  of  legal 
weight : the  bank,  therefore,  allovv^s  2 ounces  of  remedy  in  receiv- 
ing thofe  facs,  that  is,  they  put  2 ounces  into  the  fcale  with  the- 
lac,  and  if  they  find  that  the  fac  is  ftill  light,  but  that  the  deficienc^t 
does  not  exceed  one  ounce  more  than  the  remedy,  they  throw  out 
the  coin  and  reckon  it  over  j and  if  the  tale  be  juft,  and  that  none 
of  the  pieces  appear  to  have  been  clipped,  they  receive  it  as  if  it 

were 


I 
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were  of  due  weight:  if  it  prove  above  3 ounces  fhort  of  the  juib 
weight,  they  do  not  receive  ir. 

Here  is  a palpable  abufe,  from  a diforder  in  the  coin.  If  a fac 
light  weigby  -g  Pj  little  too  light,  why  allow  it  to  pafs,  as  if  it  were  of  due 
weight  i Nothing  is  fo  eafy  as  to  order  fuch  deficiency  to  be  made 
good  by  the  deliverer-  Weights  are- made  for.  exacRnefs,  and  all 
remedies  are  aukward  and  incorrecT. 

This  allowance  mull  open  a door  to  malverfations  in  a' country 
like  Holland,  where  there  is  almofl;  no  milled  fiiver  coin;  The  old 
hammered  money  was  not  weighed  at  the  mint,  as^  has  been  faid,’ 
piece  by  piece : it  was  fufiicient  that  every  marc  of  it  anfwered  te 
the  legal  denomination  : under  fueli  a regulation,  it  is  very  plain; 
that  there  muil  be  many  pieces  above  the  legal  weight,  as  well  as 
many  pieces  below  it.  Is-  it  to  Ue  fuppofed  that  money-jobbers  will 
not  profit  of  that  inequality^  by  reducing'the  heavy  pieces  to  their 
ftandard  v/eight,  when- by  fucb  an  aclion  they  cannot,  be  convicted 
of  any  crime  ? This  is  one  abufe..  . 

By  reducing  the  heavy  pieces-  to  th^ir  legal  v/eight,  the  currency 
IS  degraded;  becaufe  that  wiiich  is  taken  from  thefe  ought  to  be 
lett  to  compenfate  what  the  light  pieces  fail  fhort.  The  bank,. 

therefore,  by  giving  the  remedy,  gives  a kind  of  fancRion  to  thi^ 
malverfation. 


■ cs  of 


PK,n.  J iob-  Farther  if  a money-jobber  gets  fome  facs  above  tbe  current 
i.a„i-  weight,,  is  it  to  be  doubted  but  he  will  reduce  them  as  near  as  he- 
can  to  the  lowefi  weight  received  at  the  bank..?  And  if  he  ihould 
miftake,  and  reduce  them  too  low,,  he  has  flill  an  expedient  for- 
cheating  the  public,  which  lhall  be  mentioned  prefently. 

Now  let  usfuppofe,  that  the  fpecie  we  are  fpeakingof  is  upon. 
an  average,  only  a ounces  fcr  fac  below  the  ftandard.  If  it’  be  ni 
more,  tms  ctrcumflance  does  great  honour  to  the  money-job- 
bers. S-acn.  a deficiency,  however,  amounts-  to  within  a.  mer<-  trifle 

f Vf  y yy'y  y of  great  importance,  upon  all 

the  fiiv-er  fpecie  or  Holland  j efpecially  as  the  remedy  gfven  by  the 

^ „ current 
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current  bank,  is  a tacit  permiilion  given  to  every  body  who  has  ad- 
drefs,  to  rob  fo  much  from  all  the  weighty  coin  f 

Now  let  us,  by  the  way,  correct  the  former  calculation  we  made  which 

’ ^ ^ ^ . it  follows, 

upon  the  proportion  of  the  metals  in  the  Dutch  com.  We  faid  •that  the  ac- 
, above,  that  a marc  of  fine  gold  in  riders  circulated  for/.  374,  and  S°the** 
tliat  the  fame  weight  of  filver  circulated  for  /.  25.57-,  which  gave  ^nctais  in  _ 
for  the  proportion  I to  14.62  -:;  but  here  we  find  ,tna,t  uie  mare  or  as  I to 
filver  has  loft  by  fraud  and  wear  i per  cent.  .i4-47y 

Now  the  marc  of  filver  being  5120  aces,  if  they  have  loft  i per 
cent,  there  will  remain  5068.8  aces.  If  tliefe  5068.8  aces,  there- 
fore, circulate  for/,  the  full  marc  muft  be  worth  in  the 

coin  /.  25.83. 

In  order  then  to  find  the  exact  proportion  of  the  metals  in  the 
Dutch  currency,  we  muft  divide  374  by  25.83,  inftead  of  dividing 
by  25.572,  as  we  did  when  we  fuppofed  the  filver  of  full  weight. 

Now  If'.W  is  zr  14.479.  So  the  proportion  is  as  i to  14.479,  the 
fame,  within  a trifle,  of  mat  received  in  France:;  which  is  as  i t@ 

14.47.-.  attend  to  every  circumftance,  we  fhail  find  the 

proportion  ftill  lower  than  the  laft  calculation  makes  it-;  for  in 
that,  we  have  fearched  for  it  with  refpedt  to  the  beft  filver  fpecie 
in  Holland,;  whereas  we  -ought,  .in  ftricftnefs,  to  calculate  the  gold, 
againft  a mixture  of  -t  of  lefs  valuable  fpecie,  with  4 of  the  good : 
but  when  computations  cannot  be  brought  to  perfeift  exaclnefs, 
it  is -better  not  to  attempt  a calculation. 

Before  I leave  the  com'ideration  of  the  inequality  in  the  weight  Another 
of  the  Dutch  currencv,  I muft  take  notice  of  another  circumftance 
of  confiderable  importance.  Holland. 

No  pa^nnents  made  in  fiver,  below  f.  600,  are  fubject  to  be- 
weighed  ; any  more  -than  what  circulates  without  being  put  up 
in  bags.  What  reitraint,  therefore,  is  tliere  laid  upon  money-job-: 
bers,  with  refpecl  to  this  part  of  the  currency  ? A¥hen  thefe  gentle- 
men have  occaiion  for  money  bagged  up,  they  take  care  that  fuc-h  - 
fpecie  ftiali  be  of  the  proper  weight  to  pafs  at  the  current : bank,  ■. 
and  as  for  all  that  is  light,  they  either  employ  it  in  payments  be-;. 
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lowj^  600,  or  throw  it  into  the  coin^non  circulation.  This  circum- 
ilance  prefents  us  then  with  two  forts  o£  filver  currency  in  Hol~ 
land  ; that  which  is  bagged  up,  a.i^d  tt- eighty axid  that  which  is 
not,  and  light. 

If  we  confider  the  trade  of  Holland,  and  the  prodigious  quan- 
tity of  payments  made  in  current  money,  we  fhall  find  the  quan- 
tity of  filver  which  circulates  in  loofe  pieces’  very  fmall,  in  pro- 
portion to  that  which  is  bagged  ixp  1 the  regulation  therefore  of 
weighing  the  bags  is  of  infinite  iin-portance  ; and  were  it  not  for 
that,  the  currency  would  be  debafed  in  a very  fliort  time.  But  the 
cafhiers,  who  are  the  great  depofitaries  of  this  currency,  being 
obliged  to  deliver  the  bags  of  the  legal  weight,  they  are  thereby^ 
reftrained  from  tampering  with  it  : and  the  bagging  up,  greatly 
preventing  the  wear,  fupports  tolerably  well  the  weight  of  this  old 
currency  of  hammered  money. 

To  people  who  do  not  attend  to  all  thefe  circumftances,  there 
appears  a prodigious  fcarcity  of  filver  currency  in  Holland.  It  is. 
there  as  difficult  to  get  change  for  ducats,  as  it  is  in  England  to- 
get  change  for  guineas  j and  yet,  upon-  examination,  we  fhall 
find,  that  the  intrinfic  value  of  the  filver  coin,  commonly  given  iu 
exchange  for  the  gold  fpecies,  is  far  below  the  value  of  the  gold. 

Here  then  is  a paradoxical  appearance  to  be  refolved ; to  win. 
Plow  it  can  happen  in  trading  nations,  fuch  as  England  and  Hol- 
land, that  in  the  exchanging  light  filver  coin  for  weighty  gold 
coin,  people  fliould  be  fo  unwilling  to  part  with  the  filver,  although 
really  of  lefs  value  than  the  gold. 


This  is  the  cafe  in  both  countries  : thus  it  happens  in  England,, 
v/here  there  is  fo  little  filver  currency  : and  tile  cafe  is  the  fame 
in  Holland,  v/here  there  is  a vaft  deal.  Let  me  therefore  endeavour 
to  account  for  thefe  political  phmn-mena. 


Since  the  time  I compofed  the  former  part  of  this  inquiry  into^ 
he  principles  of  money  and  coins,  I have  found,  by  the  trials  I 
aade  in  Holland  upon  the  weight  of  the  Englifli  filver  curremy 
aat  fnillings  are  at  prefent  (17^1.)  far  below  "the  w^eight  of  of 


a pound 
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a pound  troy,  which  is  what  they  ought  to  be,  in  order  to  make 
21  of  them  equal  in  yalue  to  a new  guinea,  according  to  the  pre- 
fent  proportion  of  the  metals.  It  is  therefore  demanded, 

uno,  How  it  comes  about  that  fuch  fhillings  do  not  debafe  the 
value  of  the  Englifli  ftandard  below  that  of  the  gold  ? 

zdo,  Why  are  they  fo  difficult  to  obtain,  in  change  even  for  new 
guineas,  which  are  of  more  intrinfic  yalue  every  where  ? And, 

3hi>,  Why  money-jobbers  are  not  always  ready  to  give  them  in 
exchange  for  new  guineas  ? 

Thefe  appearances  feem  inconfiftent  with  the  principles  above 
laid  down;  and  a reafon  muft  be  given  why  thefe  principles  do 
not  operate  their  effect  in  this  example. 

I anfwer,  that  circumftances  are  infinite,  and  muft  conftantly  be 
attended  to ; and  there  are  in  the  cafe  before  us  feveral  fpecialities 
not  to  be  overlooked  ; I fhall  therefore  point  them  out,  in  my  an- 
fwers  to  the  three  queftions,  as  they  lie  in  order. 

As  to  the  firft,  I anfwer,  that  thefe  fhillings  are  in  fo  fmall  a 
quantity,  in  proportion  to  the  gold  fpecies,  that  they  cannot  be 
employed  in  payments.  Now  it  has  been  faid  above,  that  exchange 
(in  trade)  regulates  the  value  of  the  pound  fterling,  and  confiders 
it  as  a determinate  value,  according  to  the  combination  of  the  in- 
trinfic Avorth  of  all  the  feveral  currencies,  hi  proportion  as  payments 
are  made  in  one  or  the  other.  Now  (generally  fpeaking)  no  commer- 
cial obligations  are  acquitted  in  filver.  I do  not  underftand  by  the 
word  payments,  a few  pounds  fterling  fent  from  farmers  in  the 
country,  perhaps  in  payments  of  their  rents  to  their  landlords ; 
nor  what  falls  into  the  public  offices,  in  the  payment  of  taxes.  It 
is  tra.de  alone,  and  the  payment  of  bills  of  exchange  between  dif- 
ferent countries,  which  can  afcertain  the  true  value  of  that 
currency  in  which  mercantile  payments  are  made.  Were  thefe 
worn.-oiit  iliillings  in  fuch  plenty  as  to  allow  bills  of  exchange  to 
be  acquitted  in  them,  I make  no  doubt  but  they  would  fall  be- 
low* the  value  of  the  — of  new  guineas  j every  one  y/ould  be 
glad  to  difpofe  of  them  for  guineas,  at  the  rate  of  their  cur- 
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rency ; and  guineas,  then,  "would  be  as  difficult  to  be  got  for  Eh 
ver,  as  Elver  is  now  to  be  had  for  guineas.  This  would  bring  the 
Eandard  Eill  lower  than  it  is  at  prefent ; that  is,  below  the  value  of 
the  gold : but  as  payments,  cannot  be  made  in  Ihillings,  their  cur- 
rency cannot  affect  the  ftandard. 

The  fecond  queftion  is,  Why  they  ffiould  be  fo  difficult  to  obtain 
in  change  for  guineas,  which  are  above  their  value  ? 

I anfwer,  that  it  is  not  the  intrinEc  worth  of  the  light  fhih 
lings  which  makes  them  valuable,  and  difficult  to  be  got ; but  the- 
utility  they  are  of  in  Email  circulation,  forces  people  to  part  with 
their  guineas  for  a lefs  valuable  currency.  Tliefe  Ihillings  I con- 
Eder  (now)  as  marks.,  not  as  material  money,  fitted  to  a flandard. 
Every  body  knows  the  difference  between  marks  ov  counters,  and  fpecie 
of  intrirfc  worth.  The  copper  coin  of  moft  nations  is  marks,  and  paf- 
fes  current,  although  it  does  not  contain  the  intrinfic  value  of  the- 
denomination  it  carries  ; nor  ought  it  to  be  a legal  tender  in  pay- 
ments above  a certain  fum.  Such  a regulation  preferves  its  ufeful- 
nefs  for  Email  circulation,  and  prevents  it,  at  the  Eame  time,  from 
debafing  the  ftandard,  and  involving  in  confufion  the  fpecifc  cur- 
rency (as  I may  call  the  gold  and  filver  coins)  when  properly  pro- 
portioned, and  of  juft  weight. 

Butfiiillings  in  England,  although  they  be  at  prefent  in  a man- 
ner no  better  than  marks,  becaufe  of  their  lightnefs ; yet  in  the 
eye  of  the  law  they  continue  to  be  lav/ful  money,  and  a legal  ten^ 
der  in  payments.  It  is  therefore  of  great  confequence  that  Euch 
Ihiliings  be  not  in  too  great  plenty.  That  would  have  been  the 
cafe,  liaci  gov\,inmeiit  come  in  to  tiie  plan  propoEed  for  the  coinage 
of  fnillings  below  the  ftandard  ; fuch  Ihillings  would  have  been 
coined  abroad,  and  run  in  upon.  England,  to  the  great  detriment 
of  the  nation ; and  although  they  had  been  profcribed  in  payinent<= 
beyond  a certain  fum,  yet  they  would  have  been  fo  niuitiDlffd  in 
linail  payments,  as  to  have  furnilhed  a means  of  biiving  up  the 
gold  coin,  and  carrying  it  out  of  the  country  for  an  under-value 
Whereas  the  worn  fnillings.  do,  not  produce  tliat  bad  effecft,  from’ 
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the  fcarcity  of  them,  and  from  the  impoffibility  of  imitating  them 
in  foreign  mints 

The  anfwer  to  the  third  queftion,  viz.  Why  money-jobbers  are 
not  always  ready  to  give  old  lliillings  for  new  guineas  ? is  eafy, 
from  what  has  been  faid.  They  cannot  pick  them  up  below  the 
mean  value  of  the  currency ; becaufe  of  the  great  demand  there 
is  for  them  in  exchange  for  guineas  ; therefore  they  can  gain  no- 
thing by  providing  them  for  that  purpofe. 

It  comes  next  in  order,  to  folve  a fimilar  phenomenon  in  HoL 
land,  where  there  are  great  quantities  of  lilver  fpecie,  and  yet  one 
can  hardly  find  change  for  a ducat,  except  in  a ihop,  where  one 
has  occafion  to  buy  fomething. 

This  myfiery  is  eafily  refolved.  The  great  quantities  of  filver  in 
Holland  confift  of  what  is  put  up  in  bags  of  due  weight,  accord- 


* It  is  commonly  believed  that  {hillings  are  coined  at  Birmingham,  and  that  govern- 
ment winks  at  the  abufe,  becaufe  of  the  great  fcarcity  of  filver  in  England,  I find  no 
foundation  for  this  belief,  after  the  inquiry  I have  made. 

In  the  firft  place,  Mr.  Harris,  who  was  the  beft  afiay-maker  in  Europe,  told  me, 
that  a bag  of  thofe  fhiliings  had  been  fent  to  the  mint  by  the  Lords  of  the  Treafury, 
to  be  tried  by  him  : that  he  had  found  them  to  be  Englifn  ftandard,  to  the  moft  fcru- 
pulous  exactnefs  ; that  he  did  not  believe  any  fuch  correct  afiay  could  be  made,  except 
at  the  mint  : that  all  the  engravers  of  the  mint  declared  it  was  impoflible  to  imitate  a 


W'Orn  {hilling. 

The  trials  I myfelf  made  were  of  a drlFerent  nature.  I examined  the  fhiliings  with 
a magnifying  glafs  ; and  found  almofi  every  one  different  in  the  impreflion,  as  v/ell  as 
in  the  w-eight.  In  fome  the  back-part  of  the  head  was  worn,  in  others  the  face  : none, 
in  fnort,  v/ere  worn  perfectly  alike. 

I put  a handful  of  them  into  a coal  fire;  and  taking  them  out  when  red-hot,  and 
throwing  them  on  the  hearth,  I plainly  difcovered,  on  many  of  them,  fome  part  of 
the  arms  of  'Great  Britain  appearing  in  the  crofs  upon  the  reverfe,  in  a different  colour 
from  the  ground  of  the  coin  : in  others  indeed  nothing  could  be  feen  : this  v/as  owing 
% the  degree  of  wearing.  How  then  can  any  dye  ftrike  an  imprefiion  upon  a coin, 
which  anfvvers  all  thefe  appearances  ? 


I comraun’cated  to  Mr.  Harris  the  trials  I 
u non  the  whole,  that  no  old  ihillingr  had  ever 

a.  O 


had  made, 

' been  coun 


and  he  was  perfectly  fadsfied, 
terfeited  at  Birmingham. 
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ing  to  the  regulations  mentioned  above.  This  part  of  their  cur- 
rency is  about  4-  per  cent,  better,  in  intrinlic  value,  than  ducats  at 
5/  5/-  tale  for  tale  ; wHich  is  a fuJSicient  reafon  not  to  part  with 
it,  in  change  for  ducats  at  that  rate.  But  belides  this  bagged  up 
bank  fpecie,  there  are  many  other  forts  of  old  worn-out  coin, 
of  unequal  weight  and  finenefs. 

Thefe  ferve  as  marks  for  the  fmall  circulation,  and  are  not  a legal 
tender  in  all  payments  ; fuch  as  foreign  bills.  What  is  the  con- 
fequence  of  this  r Since  this  old  fpecie  carries  denominations  above 
its  value,  when  compared  with  the  bagged-bank-lilver  coin,  it 
ferves  to  buy  up  this  good  filver,  when  it  falls  into  circulation  ; 
that  is,  it  ferves  to  buy  up,  or  to  exchange,  florin  pieces,  which 
are,  as  I have  faid,  ^ per  cent,  better  than  ducats  at  5 /.  5 Jl.  Such 
good  filver  pieces  are  not  very  common  in  ordinary  circulation ; 
but  as  it  frequently  happens  that  people  receive  filver  in  facs,  for 
their  daily  expence,  who  do  not  mind  the  difference  of  4 per  cent, 
when  they  pay  in  this  good  money,  it  circulates  for  a little  time, 
until  it  falls  into  the  hands  of  thofe  who  know  it,  and  bag  it  up 
again.  Thus  it  happens  in  Holland,  from  the  diforder  of  their 
■coin,  that  you  may  be  paid  a million  fterling,  if  you  pleafe,  in 
good  filver  coin  ; and  yet  ymii  find  difficulty  to  procure  filver  for  a 
ducat,  in  the  lighteft,  bafeft,  and  moft  atikward  pieces  imaginable 
for  reckoning.  The  bad  confequences  refulting  from  this  dif- 
©rder,  have  been  taken  notice  of  in  the  proper  place. 


End  of  the  Third  Book, 
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BOOK  IV. 

OF  CREDIT  AND  DEBTS. 

PART  I. 

OF  THE  INTEREST  OF  MONEY. 


INTRODUCTION. 


I C O M E now  to  inquire  into  the  principles  of  credit ; a fubje(fi: 

already  introduced  in  the  27  th  chapter  of  the  fecond  bookj 
where  I examined  the  nature  of  circulation,  and  pointed  out  the 
principles,  which  direa  a Ratefman  when  and  how  to  retard  or 
accelerate  its  aaivity,  according  as  the  political  interefts  of  his 


people  may  require. 

In  that  chapter  the  objea  was,  when  and  how  either  to  extend  or 
reflrain  the  ufe  of  credit,  according  to  political  circumftances.  The 
q^iieftion  now  comes  to  be,  what  that  credit  is ; upon  what  it  is 
founded  ; what  the  various  fpecies  of  it  are  ; what  the  methods  of 
eilablifliing  and  extending  it,  while  in  its  infancy  and  vigour ; how 
to  fuflain  it  when  overtlretched  ; and  laid  of  all,  how  to  let  it  fall  as 
gently  as  poffible,  when  by  no  human  prudence  it  can  be  longer 
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Many  political  writers  in  treating  of  credit,  reprefent  it  as  being 
of  a very  myRerions  nature  ; owing  its  eRabliflinient  to  a confidence 
not  eafily  accounted  for,  and  difappearing  from  the  fligliteft  unfa- 
vourable circumftances. 

That  credit,  in  its  infancy,  is  of  a very  delicate  nature,  I willingly 
allow ; as  alfo  tfiat  we  have  many  examples  which  confirm  the 
fentiments  of  thofe  who  believe  it  to  contain,  in  itfelf,  fomething 
very  myflerious  : but  this  proves  no  more,  than  that,  in  fuch  cafes, 
credit  (as  I coniider  it,  and  as  it  will  appear  really  to  be)  has  not 
been  properly  eftablifhed.  The  caufe  of  confidence  has  had  no- 
thing in  it  but  opinion,  and  when  this  is  the  cafe,  credit  is  but  a 
lhadow ; a tliin  vapour,  which  may  be  difiipated  by  the  fmallefi 
breath  of  wind. 

They  all  agree  that  credit  ia  no  more  than  confidence,  but  they 
do  not  examine  hoxv  that  confidence  is  to  be  eftabliflied  on  a folid 
foundation. 


The  operations  of  credit  are  incompatible  with  the  involved  con- 
tracls  of  the  law,  and  v/ith  the  fpirit  of  intricate  land-fecurities. 
The  policy  of  fucla  contracfls  was  analogous  to  the  manners  of  the 
times  which  gave  them  birth.  Trade  is  a late  refinement,  in  mofl 
nations  of  Europe,  and  induftry  is  ftill  a later:  the  beginnings  of 
both  are  flow,  imperceptible,  and  obfcure.  The  inftruments  by 
which  they  arc  promoted,  are  the  lower*  clafTes  of  a people ; fuch 
individuals  appear  to  be  of  very  fmall  confequence  ; and  yet  it  is 
oy  the  accumulation  of  many  fmall  things  only,  that  this  hu«-e 
fabric  is  eredted.  ^ 


To  eftabiifh  that  credit,  which  is  neceffary  for  carrying  on  fo 

gicat  a v/ork,  a fiatefman  mufl  lend  his  hand.  He  mufl  give  a 

validity  to  mercantile  obligations,  v/hich  have  no  name  in  hfs  lav/ 

books  : hemuftfupporttheweakagainftthefirong:  he  mufl  reform 

the  unwieldy  procedure  of  courts  of  juftice : he  mufl  facilitate  the 

fale  of  property:  He  muft  eftablifli  the  credibility  of  merchants 

books  regularly  kept:  he  muft  difcourage  frauds,  and  funport  fair 
dealing,  ' ^ r - >- 
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When  fucli  a plan  is  once  eftablifhed,  confidence  will  find  a bafis 
in  the  property  of  every  individual  who  profits  by  it.  When  it  is 
not  eftabliflied,  credit  will  appear  like  a meteor : intelligent  and 
crafty  men  will  avail  themfelves  of  it,  and  thereby  dazzle  the  eyes 
of  the  public,  with  gilded  fchemes  of  opulence  and  profperity : man- 
kind will  fly  to  induflry,  confidence  will  be  eftabliflied ; but  as 
there  will  be  no  method  of  determining  the  bounds  of  that  confi- 
dence, the  promoters  of  the  fcheme  will  profit  of  the  delufion: 
confidence  will  vanilh  5 and  the  v/hole  will  appear  to  have  been  a 
myftery,  a dream.  Is  not  this  a reprefentation  of  many  projects  fet 
on  foot  fince  the  beginning  of  this  century  f What  were  the  South: 
Sea’s  and  Miflifippi’s,  but  an  abufe  of  confidence?  Had  ever  the 
caufe  of  confidence  been  examined  into,  would  ever  fuch  extrava- 
gant ideas  have  arrived  at  the  height  they  did  ? 

Credit  therefore  muft  have  a real",  not  an  imaginary  objedt  to  fup- 
port  it ; and  although  I allow  that  in  all  operations  of  mercatitile- 
credit,  there  muft  be  fomething  left  to  chance  and  accident ; yet 
that  chance  muft  bear  a due  proportion  to  the  extraordinary  profits 
reafonably  to  be  expected  from  the  undertaking.. 

From  this  it  appears,  what  an  ufeful  fpeculation  it  is  to  inquire 
properly  into  the  nature  of  credit ; to.  deduce  with  accuracy  the 
principles  upon  which  it  is  founded  ; to  banifh  myftery  from  plain, 
reafon ; to  £hew  how  every  the  moft  furprizing  efiedl  of  credit,, 
whether  tending  to  the  advantage,  or  to  the  hurt  of  fociety,  may 
eafily  be  accounted  for ; and,  which  is  the  moft  ufeful  of  ail,  m 
point  out  how  fuch  efiedfs  may  be  forefeen,  fo:  as  either  to  he  im- 
proved or  prevent ecL 

In  going  through  fo  extenfive  a fubjedt,  as  a dedudlion  of  the, 
principles  of  credit,  method  is  very  neceflary ; and  when  a detaill 
is  long,  fubdivifions  are  very  convenient.  I have,  upon  this  account,.., 
divided  this  book  into  four  parts. 

The  firft  fliallbe  fet  apart  for  deducing  the  principles  which  regus- 
lath  the  rate  of  intereft s becaufe  tliis  is  tlie  balls  of  the  whok. 
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the  laws  and  conftitution  of  the  Rate  he  governs,  tne  more  it  be- 
hoves him  ta  avoid  every  itep  of  adminiilration  which  can  make 
his  authority  be  felt  in  cafes  where  credit  is  concerned.  If  he  fhould 
happen,  for  example,  to  oe  a debtor  himfelr,.  he  niufl  taKC  good 
care  never  to  appear  in  any  other  light  to  his  creditor.  The  mo- 
ment he  puts  on  the  fovereign,  the  fame  moment  all  confidence  is 
loft.  For  thefe  reafons,  we  have  hitherto  had  few  examples  (I 
might  perhaps  have  faid  none  at  all)  where  credit  has  been  found 
fermanently  folid,  under  a pure  monarchy. 

But  we  muft  obferve,  at  the  fame  time,  that  the  ftabiiity  of  cre- 
dit is  not  incompatible  with  that  form  of  government.  At  certain 
times,  we  have  feen  credit  make  a furprifing  progrefs  in  France  ; 
and  it  has  never  fuIFered  any  check  in  that  flate,  but  from  a<5ts  of 
power,  which  I think  have  proceeded  more  from  inadvertency,  and 
want  of  knowledge,  than  from  a defign  of  defrauding  creditors, 
Thefe  may  be  looked  on  as  blunders  in  adminiftration  j becaufe 
they  have  conilantly  difappointed  the  purpofe  for  which  they  were 
intended.  Let  me  prove  this  by  fonie  examples. 

The  arret  of  21  May  1720,  (of  which  we  lhall  give  an  account 
hereafter)  deftroyed  in  one  day  the  whole  fabric  of  credit,  whieli 
had  been  erected  in  France  during  the  courfe  of  three  years  j and 
which  in  io  fhort  a time  had  mounted  to  a height  hardly  credible. 
1 fay,  that  in  one  day  this  inadvertent  Hep  (for  no  real  injury  was 
intended)  deftroyed  the  credit  of  2, dpy, 048,000  iivres  of  bank  notes, 
(above  120  millions  llerling)  and  of  624,000  aflions  of  the  Eaft  India 
company,  which  (reckoned  at  yooo  Iivres  apiece,  the  price  at  which 
the  company  had  lafl  fold  them)  amount  to  3,120,000,000  Iivres,  or 
above  140  millions  llerling.  Thus  at  one  blow,  and  in  one  day,  260 
millions  llerling  of  paper  currency,  payable  to  bearers,  was  llruck 
out  of  the  circulation  of  France  ; by  an  ufelefs  and  inadvertent  adt 
of  power,  which  ruined  the  nation,  and  withered  the  hand  which 
llruck  it:  an  event  too  little  underflood,  and  too  little  remembered 
in  that  kingdom,  1 
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This  plainly  appears  from  their  late  conduct  j for  in  the  end  of 
1759,  at  a time  when  the  credit  of  France  was  in  fo  flourilhing  a 
fituation  as  to  have  enabled  her  to  borrow,  that  very  year,  near  200 
millions  of  livres  5 and  when  there  was  a profpea  of  being  able 
to  borrow,  in  the  year  following,  a far  greater  fum,  the  fhutting 
up  what  they  called  their  caijfe  d’ amortiffement , for  the  fake  of  with- 
g2  millions  of  livres  interefl  due  to  tne  creditors,  llruck  all 

credit  'with  foreigners  dead  in  one  inllant. 

Thefe  examples  fhew  what  fatal  confequences  follow  a misjudged 
exercife  of  power  in  matters  of  credit. 

On  the  other  hand,  the  rapid  progrefs  of  credit  in  France  before 
the  MiiTifippi,  and  the  liability  of  it  from  172^  to  the  year  i']S% 
abundantly  proves,  that  nothing  is  more  compatible  than  monarchy 
and  confidence.  All  that  is  wanting  is  the  eftablifliment  of  one 
Tnuxhn  in  government  ^ to  wit,  that  the  K-ing  s power  is  nevei.  to  extend  fo 
far,  as  to  alter  the  fmallelt  article  of  fuch  ftipulations  as  have  been 
made  with  thofe  who  have  lent  money  for  the  fervice  of  the  Hate. 

Maxims  in  government  hind  the  monarch  and  the  legijlature,  as  la'ws  bind 
fuhjedls  and  fubordinate  magijirates : the  one  and  the  other  ought  to  be 
held  inviolable,  fo  far  as  they  regard  credit ; or  confidence  wfill  be 


precarious. 

What  has  fupported  the  credit  of  Great  Britain,  but  the  maxim 
conllantly  adhered  to,  that  the  public  faith  pledged  to  her  creditors 
is  to  be  inviolable  ? 


Does  any  one  doubt,  but  the  legiflature  of  that  nation  may 
fpunge  out  the  public  debts,  with  as  much  eafe  as  a King  of  Fra.nce  ? 
But  in  the  one  kingdom,  the  whole  nation  muit  be  confulted  as  to 
the  propriety  of  fuch  a ftep  ; in  the  other,  it  may  be  done  at  the 
infligation  of  a fingle  perfon,  ignorant  of  the  confequences  : but  I 
hope  to  make  it  appear,  before  tnc  concluGon  of  this  book,  that  it 
is  impollible  to  form,  a fuppofition,  when  a flate  can  be  benefited  by 
deliberately  departing,  for  one  moment,  from  the  faitn  ot  her  en- 
gagements. K national  bankruptcy  may  (no  doubt)  happen,  and 
become  irreparable  j but  that  mull  be  when  the  Hate  is  emerging 

p 2.  from 


from  a lignal  calamity,  after  having  been  involved  in  ruin  and  con= 


fufion. 


Confidence,  then,  is  the  foul  and  effeiice  of  credit,  , and  in  every 
modification  of  it,  we.flrall  conftantly  find  it  built  on  that  bafis  j ? 
but  this  confidence  mufl  have  for  its  objed  d^.nvillingnefs  andui 
aapacitx  in  the  debtor  to  fulfil  his  obligations... 


G H A R.  II. 


Of  the  Nature  of  Obligations  to  be  performed y Jn  Gonfequence.-:of] 

Credit:-  given  . 


T E have  already  faid,  that  all  obligations  ’ contratfled  with  a i 


V V view  to  be  performed  in?  future  time,  confift  in  doing  or 
giving  fomething;  in  confideration  of  fomething  done-,  ox  given. 

When  aifuions  only  are  ftipulated  in  contrafls,  credit  (in  a Uriel  : 
acceptation  of  the  term)  is  little  concerned ; becaufe  no  adequate 
fecurity  can  be  given  for  performing  an  action : fuch  contracts  ftand 
wholly  upon  the  willingnefs  and  capacity  of  adling,  which  depend  ^ 
more  upon  the  perfon  than  upon  the  faculties  of  the  debtor;  To  fupply 
that  defecit,  we  fee  penalties  ufually  flipulated  in  fuch  cafes  ; which  , 
reduce  thofe  contrails  to  an  alternative . obligation  of  either  doing 
or  giving... 

We  fhall  therefore  throv\^  out  the  confideration  of  the  firfi  alto- 
gether, as  being  foreign  to  our  purpofe  ; and  adhere  to  the  latter, 
which  is  the  true  object  of  crediu  Again, 

In  all  obligations  to  give  any  particular  thing,  there  is  conftantly 
implied  an  alternative  alfo ; to  tvit,  either  the  thing  ftipulated,  or 
the  value  (id  quod  intereft,  according  to  the  lawyers)  this  muft  be 
relative  to  money ; tvhichis  the  common  price  of  all  things  in  com- 
merce among  men. 
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Thus -we  have: brought  credit  to  the  objed  under  which  we  are 
to  confider  it,  viz.  the  obligation  to  pay  money,  either  for  value  re- 
ceived,  or  for  fome  confideration  relative  to  the  parties,  which  may 
be  the  juft  ground  of  a contract. 

Credit  and  debts  are  therefore  infeparable,  and  very  properly 
come  to  be.  examined  together  in  this  book. 

When  money  is  ta  be  paid  at  a diflant  period  of  time,  the  obli- 
gation may  either  be,  i.  for  one  precife  fum;  or  2.  for  that  fum 
with  intereft,  during  the  interval  between  contraaing  and  fulfilling 
the  obligation.  - 

The  lending  of  money  without  interefi,  was  very  common, 
before,  the  introduaion  of  trade  and  induflry.  Money  then  was 
confidered  as  a barren  flock,  incapable  of  producing  fruit ; and 
whenever  the  quantity  of  it,  in  any  country,  exceeded  the  ufes  of 
circulation,  the  remainder  was  locked  up  intreafures.  In  that  light, 
the  exaaing  of  interefl  for  it  appeared  unreafonable. 

Things  are  now  changed:  no  money  is  ever  locked  up  ; and  the 
regular  payment  of  interefl  for  it,  when  borrowed,  is  as  eiTential  to 
the  obtaining  of  credit^;  as  the  confidence  of  being  repaid  the  capi- 
tal- Theie  periodical  payments,  are  a conflant  corroboration  of  this 
confidence;  fo  that  it  mayhe  faid,  with  truth,  that  he  v/ho  can 
give  good  fecurity,  to  pay  to  perpetuity,  a regular  interefl  for  mo- 
ney, will  obtain,  credit  for  any  fum,  although  it  fhould  appear  evi- 
dent, that  he  never  can  be  in.a  capacity  to. refund  the  capital... 

The  reafon  of  this  may  be  gathered  from  the  principles  already  ' 
deduced,  and  from  the  plan  of  our  modern  oeconomy.  . 

We  . have  faid  in  the  fecond  book,  that  the  cuiTcnt  money  of  a 
country  is  always  in  proportion  to  the  trade,  inouitry,  confumption, 
and  alienation,,  w'bich  regularly  takes  placean  it ; and  when  it  hap- 
’pens  that  the  money  already  in  the  . country  is-  not  fufiicient  lOr 
carrying  on  thefe  purpofes,  a part  of  the  folid  property,  equal  to  • 
the  deficiency,  may  be  melted  down  (aswe  have  called.it)  ana 
made  to  circulate  in  paper.  That  fo  foon  again  as  this  paper  aug- 
ments beyond  that  proportion,,  a part  of  what,  was  before  in  circu- 
lation,! 
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lation,  -muft  return  upon  the  debtor  in  the  paper,  and  be  realized 


anew. 

Now  let  us  confider  what  is  underRood  by  realized.  By  this  terra 
is  meant,  that  the  regorging  paper,  or  that  quantity  of  currency 
which  a nation  pollelles  over  and  above  what  is  neceRary  for  its  cir- 
culation, muR  be  turned  into  fome  fliape  whereby  it  may  produce 
an  income  j for  it  is  now  a maxim,  that  no  money  is  to  be  fuIFered 
to  remain  ufelefs  to  the  proprietor  of  it. 

When  this  regorging  paper  then  comes  upon  the  debtor  in  it,  if  he 
fliould  pay  the  value  of  it  in  hard  fpecie,  how  would  the  condition 


of  the  creditor  be  improved  ? 

We  fuppofe  the  credit  of  the  paper  equal  to  the  credit  of  the  coin 
within  the  country.  We  alfo  fuppofe  that  the  paper  has  fo  Rag- 
nated  in  the  hands  of  the  bearer,  that  he  can  neither  lend  it,  or 
purchafe  with  it  any  fpecies  of  folid  property,  within  the  country, 
capable  to  produce  an  income : for  if  any  way  of  difpofmg  it  ufe- 
fully  can  be  found,  this  circumflance  proves  that  circulation  is  not, 
at  that  time,  fully  Rocked ; confequently,  the  money  does  not  re- 
gorge. But  let  us  fuppofe  that  it  does  regorge ; then  he  muR 
either  oblige  the  debtor  in  the  paper  to  pay  in  coin,  and  lock  that 
up  in  his  coffers,  as  was  the  cafe  of  old ; or  he  muR  fend  his  coin 
to  other  countries,  where  circulation  is  not  fullv  flocked,  and 
where  an  income  may  be  bought  with  it.  This  conRanrly  happens 
when  circulation  is  either  overRocked,  or  when  the  quantity  of  it 
begins  to  diminifli  in  a country.  ^ 


Let  me  next  fuppofe,  that  in  a country  reafonably  Rocked  with 
money,  a fudden  demand  for  it,  far  beyond  the  ordinary  rate  of 
circulation,  Ihould  occur:  fuppofe  a -war  to  break  out,  which  ab 
forbs,  in  a ihort  time,  more  money  than,  perhaps,  all  the  coin  in  a 
nation  can  realize.  The  ftate  impofes  a tax,  wdiich,  let  me  funnofe 
may  produce  a fum  equal  to  the  intereft  of  the  money  teem  bed  h’ 
It  not  very  certain,  that  fuch  perfons  who  found  a dikcult;  in 
placing  their  regorging  capitals,  will  be  better  pleated  to  purchafe 
a part  of  this  annual  intereft,  than  to  lend  it  to  any  perfon  who 

might 
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might  pay  it  back  in  a iliort  time  ; by  which  repayment  the  lender 
would  again  be  thrown  into  the  fame  inconvenience  as  before,  of 
finding  a proper  out-let  for  it  ? This  is  a way  of  realizing  fuper- 
fiuous  money,  more  effedtual  than  turning  it  into  gold  or  lilver. 

When  I fpeak,  therefore,  of  realizing  paper  money,  I underflaad^ 
either  the  converting  it  into  gold  and  filver,  which  is  the  money  of 
the  world ; or  the  placing  of  it  in  fuch  a way  as  to  produce  a per- 
petual fund  of  annual  interefi. 

Were  public  borrovcing,  therefore,  to  work  the  effe<5l  of  bringing; 
the  money  in  circulation  below  the  proportion  required  for  carry- 
ing on  alienation,  then  an  obligation  to  repay  the  capital  would  be 
necefiary,  and  complaints  would  be  heard  againft  the  Hate  for  not 
paying  olf  their  debts ; becaufe  thereby  the  progrefs  of  induftry 
would  be  prevented.  But  when  the  operations  of  credit  are  allow^ed 
to  introduce  a method  of  creating  money  anew,  in  proportion  to 
the  demand  of  induftry,  then  the  date  has  no  occafion  to  pay  back: 
capitals  y and  the  public  creditors  enjoy  far  better  conditions  in 
their  annual  income,  than  if  the  capitals  were  refunded. 

Let  me  illufirate  this  by  an  example. 

We  mull  take  it  for  granted,  that  in  every  nation  in  Europe,  ther^ 
is  a fum  in  circulation  equal  to  the  alienation  w^hich  goes  on 
adually  at  the  time.  We  mull  alfo  take  it  for  granted,  that  the 
amount  of  all  debts  whatfoever,  public  and  private,  paying  interefl: 
to  the  clafs  of  creditors,  is  a very  great  fum  : now  let  us  fuppofe,. 
that  the  clafs  of  debtors  fhould  be  enabled  (no  matter  by  what 
means)  to  pay  off  what  they  owe,  in  coin ; would  not,  by  the  fuppo- 
fition,  a fum  nearly  equal  to  that  coin  immediately  fall  into  flag- 
nation,  and  would  it  not  be  impoffible  to  draw  any  income  from  it 
This  was  exaffly  the  cafe  of  old.  The  coin  far  exceeded  the  ufes 
of  circulation,  and  fiagnated  in  treafures.  Wars  brought  it  out  5: 
becaufe  then  circulation  augmented  j peace  again  cutting  off  thefe 
extraordinary  demamds,  the  coin  fiagnated  again,  and.  returned  to> 
the  treafures. 

What  is  the  cafe  at  preient?? 
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Money  and  coin  are  never  found  to  furp^'fs  ufes  of  circulation 
ill  commercial  countries.  When  v/ar  comes,  which  demands  an 
. extraordinary  fuppiy,  recoiirfe  is  had  to  borrowing  upon  intereft ; 
not  to  treallrres:  and  the  defire  of  purchafmg  this  intereft,  which: 


xve  call  an  annuity,  draws  treafures  even  from  the  enemies  of  thofe 
nations  who  have  the  bell  credit.  Again,  at  the  end  of  a war,  in 
place  of  an  empty  treafure,  as  was  the  cafe  of  old,  we  find  a huge 
fum  of  public  debts.  As  oeconomy  filled  the  treafury  then,  fo  oeco-- 
noray  mull  pay  off  the  debts  now. 

From  what  has  been  faid,  it  plainly  appears,  that  intereft  is  now 
become  fo  abfolutely  efiential  to  credit,  that  it  may  be  confidered 
as  the  principal  reqtiifite,  and  balls  on  which  the  whole  fabric 
Hands:  we  Ihall  therefore  begin  by  examining  the  origin  and  na- 
ture of  intereft,  and  alfo  the  principles  which  influence  the  rate, 


and  regulate  the  fluduations  of  it. 


.r  CHAP.  III. 

Oj  .the  Inter ejl  of  Money, 

I SHALL  leave  it  to  divines  and  cafuifts  to  determine  how  far 
the  exadling  of  intereft  for  money  is  lawful,  according  to  the 
principles  of  our  religion. 

The  Jews,  by  the  laws  of  Moles,  were  forbid  to  lend  at  intereft  to 
their  brethren,  but  it  was  permitted  to  lend  to  ftrangers.  Deut.  chap, 
xxiii.  ver.  19,  20.  This  was  one  of  the  wdfeft  political  inftitutions 
to  be  met  with  in  fo  remote  antiquity,  as  we  Ihall  hereafter  explain. 

In  the  primitive  ages  of  chriftianity,  the  lending  at  intereft  was 
certainly  reputed  to  be  unlawful  on  moll  occafions.  That  fpirit  of 
charity,  to  all  ^ivho  %vere  in  nvant,  was  fo  warped  in  with  the  doftrine 
of  our  religion,  that  a borrovfer  w^as  conftantly  confidered  to  be  in 
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that  fituation.  Trade  was  little  known ; trading  men  were  gene- 
rally ill  looked  upon ; and  thofe  who  deviated  fo  far  from  the  fpiric 
of  the  times,  as  to  think  of  accumulating  wealth  by  the  ufe  of  their 
money,  commonly  degenerated  into  ufurers. 

In  the  middle  centuries,  when  a miftaken  zeal  animated  chrilli- 
anity  with  a moft  ungodly  third;  for  the  blood  of  infidels,  the  Jews 
were,  in  every  nation  in  Europe,  almofl;  the  only  money  lenders. 
This  circumftance  Hill  more  engaged  the  church  to  dart  her  thun- 
der againft  this  practice ; and  the  loan  upon  intereft  never  took  root 
among  chriftians,  until  a fpirit  of  trade  and  induftry  fprung  up  in 
Italy  in  the  time  of  the  Lombards,  and  fpread  itfelf  through  the 
channel  of  the  Hans-towns  over  feveral  nations. 

Then  the  church  began  to  open  her  eyes,  and  faw  the  expediency 
of  introducing  many  rnodifications,  to  limit  the  general  anathema 
againft  the  whole  clafs  of  money  lenders.  At  one  time  it  was  de- 
clared lawful  to  lend  at  intereft,  when  the  capital  fhared  any  rifque 
in  the  hands  of  the  borrower ; at  another,  it  was  found  allowable  ; 
when  the  capital  was  not  demandable  from  the  debtor,  while  he 
paid  the  intereft : again,  it  was  permitted,  when  the  debtor  was 
declared  by  fentence.  of  a judge,  to  be  m mora  in  acquitting  his 
obligation : at  laft,  it  was  permitted  on  bills  of  exchange.  In  ftiort, 
in  moft  Roman  catholic  countries,  intereft  is  now  permitted  in 
every  cafe  almoft,  except  in  obligations  bearing  a ftipulation  of  in- 
tereft for  fums  demandable  at  any  time  after  the  term  of  payment ; 
and  it  is  as  yet  no  where  confidered  as  effential  to  loan,  or  demand- 
able  upon  obligations  payable  on  demand. 

Expediency  and  the  good  of  fociety  (politically  fpeaking)  are  the 
only  rule  for  judging,  xvhen  the  loan  upon  intereft  fhould  be  per- 
mitted, when  forbid.  While  people  borrowed  only  in  order  to  pro- 
cure a circulating  equivalent  for  providing  their  necefiaries,  until 
they  could  have  time  to  difpofe  of  their  effecfts  ; and  while  there  was 
feldom  any  certain  profit  to  be  made  by  the  ufe  of  the  money  bor- 
rowed, by  turning  it  into  trade,  it  was  very  natural  to  confider  the 
lender  in  an  unfavourable  light  5 becaufe  it  was  fuppofed  that  the 
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money,  if  not  lent,  mnfi;  have  remained  locked  up  in  his  coffers. 
But  at  prefent,  when  v/e  fee  fo  many  people  employed  in  providing 
ftores  of  neceliaries  for  others,  which,  without  money,  could  not 
be  done  ; forbidding  the  loan  upon  intereft,  has  the  effecft  of  lock- 
ing up  the  very  inflrument  (money)  which  is  neceflary  for  fupply- 
ing  the  wants  of  the  fociety.  The  loan,  therefore,  upon  intereft,  as 
fociety  nonv  Jiands  compofed^  is  eilabiifhed,  not  in  favour  of  the  lenders, 
but  of  the  whole  community  5 and  taking  the  matter  in  this  light, 
no  one,  I fuppofe,  will  pretend  that  what  is  beneficial  to  a whole 
fociety  ftiould  be  forbid,  becaufe  of  its  being  propordonably  advan- 
tageous to  fome  particular  members  of  it. 

If  It  be  then  allowed,  that  the  loan  upon  intereft  is  a good  poli- 
tical inftitution,  relative  to  the  prefent  fituation  of  European  focie- 
ties,  the  next  queftion  is,  to  determine  a proper  ftandard  for  it,  fo 
as  to  avoid  the  oppreiiion  of  ufurers,  on  one  hand,  and  on  the  other, 
to  allow  fuch  a reafonable  profit  to  the  lender,  as  may  engage  him 
to  throw  his  money  into  circulation  for  the  common  advantage. 

This  queftion  leads  us  directly  to  the  examination  of  the  prin- 
ciples which  regulate  the  rate  of  intereft  ; and  if  we  can  difcover 
a certain  rule,  arifing  from  the  nature  of  things,  and  from  the 
principles  of  commerce,  which  may  dire(5l  a ftatefman  how  to 
eftablifti  a proper  regulation  in  that  matter,  we  may  decide  with 
certainty  concerning  the  exaft  limits,  between  unlawful  and  pinch- 
ing ufury,  exafted  by  a vicious  fet  of  men,  who  profit  of  the  dif- 
treis  of  individuals ; and  that  reafonable  equivalent  which  men 
have  a right  to  expedl  for  the  ufe  of  their  money,  lent  for  carrying 
on  the  circulation  of  trade,  and  the  employment  of  the  lower  clafTes 
of  a people,  who  muft  fubfift  by  their  induftry  or  labour. 
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CHAP.  IV, 

Of  the  Principles  which  regulate  the  Rate  of  Interefl, 

WE  mull  now  recal  to  mind  the  principles  of  demand  and  com- 
petition, fo  fully  deduced  in  the  fecond  book,  in  order  to 
anfwer  the  following  queftion,  viz. 

What  is  the  principle  which  regulates,  at  all  times,  the  juft  and 
adequate  rate  of  intereft  for  money,  in  any  particular  ftate  ? 

I anfwer.  That  at  all  times,  there  is  in  every  ftate  a certain  num- 
ber of  perfons  who  have  occafion  to  borrow  money,  and  a certain 
number  of  perfons  who  defire  to  lend ; there  is  alfo  a certain  fum 
of  money  demanded  by  the  borrowers,  and  a certain  fum  offered 
to  be  lent.  The  borrowers  defire  to  fix  the  intereft  as  lo^  as  they 
can ; the  lenders  feek,  from  a like  principle  of  felf-intereft,  to  carry 
the  rate  of  it  as  high  as  they  can. 

From  this  combination  of  intereft s arifes  a double  competition, 
which  fludluates  between  the  two  parties.  If  more  is  demanded  to 
be  borrowed,  than  there  is  found  to  be  lent,  the  competition  will 
take  place  among  the  borrowers.  Such  among  them  who  have  the 
moil  preffmg  occafion  for  money,  will  offer  the  higheft  intereft, 
and  will  be  preferred.  If,  on  the  contrary,  the  money  to  be  lent 
exceeds  the  demand  of  the  borrowers,  the  competition  will  be  upon 
the  other  fide.  Such  of  the  lenders,  who  have  the  moft  preffmg 
occafion  to  draw  an  intereft  for  their  money,  will  offer  it  at  the 
loweft  intereft,  and  this  offer  will  be  accepted  of. 

I need  not  launch  out  into  a repetition  of  what  has  been  fa.id  con- 
cerning the  influence  of  double  competition,  in  fixing  the  price  of 
commodities  : I fuppofe  thofe  principles  underftood,  and  well 
retained,  by  thofe  who  read  this  chapter ; and  confine  myfelf  here 
to  what  is  peculiar  to  the  demand  for  money. 

0^2 
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The  price  of  commodities  is  extremely  flucluating : they  are  all 
calculated  for  particular  ufes  ; money  ferves  every  purpofe.  Com- 
modities, though  of  the  fame  kind,  differ  in  goodnefs  : money  is 
all,  or  bughf  to  be  all  of  the  fame  value,  relative  to  its  denominations. 
Hence  the  price  oj  money  (which  is  what  we  exprefs  by  the  term 
interejl ) is  fufceptible  of  a far  greater  ftability  and  uniformity,  than, 
the  price  of  any  other  thing. 

We  have  ihewn  in  the  28th  chapter  of  the  fecond  book,  in  exa- 
mining the  principles  v/hich  regulate  the  prices  of  fubfiftence,  that 
the  only  thing  which  can  fix  a ftandard  there,  is  frequent  and 
familiar  alienation.  The  fame  holds  true  of  money.  Were  we  to 
fiippofe  a ftate,  where  borrowing  and  lending  are  not  common, 
and  where  the  law^s  fix  no  determinate  interefl;  for  money,  it  would 
hardly  be  pofiible  to  afcertain  the  rate  of  it  at  any  time.  This  was 
the  cafe  of  old. 

Before  the  reign  of  Henry  VIII.  of  England,  anno  lyqy,  there  was 
no  ftatute  regulating  the  rate  of  interefl:  in  that  kingdom.  The  rea- 
fbn  is  very  plain.  In  thofe  days  there  was  little  circulation,  and 
the.  borrowing  upon  interefl  was  confidered  as  a mortal  fin.  The 
confequence  of  this  was,  that  ufurers,  having  nothing  but  con- 
fcience  to  reflrain  them,  carried  the  price  of  their  money  to  a level 
with  the  prefling  occafion  of  fpendthrifts,  while  others,  from  friend- 
fhip,  lent  for  no  interefl  at  all,  Henry  fixed  the  rate  of  interefl  at 
IQ  per  cent,  and  his  cotemporary,  Francis  I.  of  France,  anno  1522, 
(who  was  the  firfl  who  borrowed  money  in  a regular  manner  upon 
the  town-houfe  of  Paris)  fixed  the  interefl  at  the  12th  penny,  that 
is,  at  Sj  per  cent,. 

Ill  thofe  days,  it  was  impoflible  for  a flatefman  to  determine  any 
juft  rate  for  interefl: ; and  accordingly  we  find  hiftory  filled  wdth  the 
extortion  of  ufurers,  on  one  hand,  and  the  violence  and  injuftice 
of  Princes  and  minifters  towards  thofe  who  had  lent  them  money^ 
on  the  other:  was  it  then  any  wonder,,  that  lending  at  interefl  was 
univerfally  cried  out  againfl  ? It  really  produced  very  little  good, 
and  was  the  caufe  of  manifold  calamities  to  a ftate.  When  the 
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Prince  borrovvcd,  it  was  when  in  the  mofl  urgent  diflrefs : thofe 
who  lent  to  him,  forefaw  the  danger  of  being  plundered  if  they 
refufed,  and  of  being  defrauded  as  foon  as  the  public  diflrefs  was 
over ; for  this  reafon  they  exacted  the  mofl  exorbitant  interefl : the 
confequence  was,  that  the  people  were  loaded  with  the  mofl  grievous 
taxes,  and  the  tax-gatherers  were  the  Prince’s  creditors,  to  whom 
fuch  taxes  were  afiigned. 

In  our  days,  trade,  induflry,  and  a call  for  money  for  fuch  pur- 
pofes,  enable  the  borrower  to  enrich  himfelf,  to  fupply  the  wants 
of  the  flate,  and  to  pay  his  interefl  regularly. 

If  wre  compare  the  two  fituations,  we  fhall  find  every  difadvan- 
tage  attending  the  former,  and  every  advantage  connedled  with  the 
latter. 

Without  good  faith  there  is  no  credit ; without  credit  there  is  no 
borrowing  of  money,  no  trade,  no  induflry,  no  circulation,,  no^ 
bread  for  the  lower  clafTes,  no  luxury,  not  even  the  conveniencies 
of  life,  for  the  rich.  Under  thefe  circumflances,  there  can  be  no 
rule  for  the  rate  of  interefl  5 becaufe  borrowing  cannot  be  frequent 
and  familiar. 

In  proportion,  therefore,  as  borrowing  becomes  frequent  and 
familiar,  the  rule  for  fixing  the  rate  of  a legal  interefl  becomes 
more  practicable  to  a flatefman.  Let  me  take  a flep  farther; 

We  have  faid,  that  it  is  the  fiuftuation  of  the  double  competition 
between  borrowers  and  lenders,  w^hich  occafions  the  rife  and  fall  of 
the  rate  of  interefl  ^ I mull  now  point  out  the  principles  which  occa- 
fion  this.  fiu(ftuation. 

Were  the  interefts  of  trade  and  induflry  fo  exactly  eflablifhed,  as 
to  produce  the  fame  profit  on  every  branch,  the  money  borrowed 
for  carrying  them  on,  would  naturally  be  taken  at  the  fame  rate  r 
but  this  is  not  the  cafe : fome  branches  afford  more,  fome  lefs  profit. 
In  proportion,  therefore,  to  the  advantages  to  be  reaped  from  bor- 
rowed money,  the  borrowers  offer  more  or  lefs  for  the  nfe  of  it.. 

Befides  the  clafs  of  men  who  borrow  in  order  to  profit  by  the  loan,, 
there  is  another  clafs,  who  borrow  in.  order  to  difjl^ate.  The  firfi.  clafs 

never 
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never  can  offer  an  intereft  which  esceeds  the  proportion  of  their 
gains : the  fecond  clafs,  finding  nothing  but  want  of  credit  to  limit 
their  expence,  become  a prey  to  ufurers.  Were  it  not  then  upon 
account  of  thefe  laft,  there  would  be  no  occafion  for  a fiatute  to 
regulate  the  rate  of  intereft.  The  profits  on  trade  would  ftrike  an 
average  among  the  induftrious  clafies  ; and  that  average  would  fall 
and  rife,  in  proportion  to  the  flouriftiing  or  decay  of  commerce. 

Let  us  next  examine  the  principles  which  prevent  the  monied 
men  from  committing  extortions,  and  which  oblige  them  to  lend 
their  money  for  that  rate  of  intereft  which  is  in  proportion  to  the 
profits  upon  trade  and  induftry. 

In  every  country  there  is  found  a fum  of  money  (that  is,  of  cir- 
culating value,  no  matter  whether  coin  or  paper)  proportioned  to 
the  trade  and  induftry  of  it.  How  this  fum  is  determined,  and  hov/ 
it  is  made  to  augment  and  diminifli  in  proportion  to  induftry,  we 
have  already  explained  in  the  26th  chapter  of  this  fecond  book : we 
are  now  to  examine  fome  of  the  confequences  which  refult  from 
the  accidental  ftagnation  of  any  part  of  it  to  the  prejudice  of  aliena- 
tion ; and  we  muft  ftiew  how  the  loan  upon  intereft  is  the  means  of 
throwing  it  again  into  circulation. 

There  are  in  every  ftate  fome  who  fpend  more,  and  fome  who 
fpend  lefs  than  their  income.  What  is  not  fpent  muft  ftagnate  ; or 
be  lent  to  thofe  who  fpend  more  than . the  produce  of  their  own 
funds.  Were  the  firft  clafs  found  fo  to  preponderate,  as  to  require 
more  money  to  borrow  than  all  that  is  to  be  lent,  the  confequence 
would  be,  to  prevent  the  borrowing  of  merchants  ; to  raife  intereft 
fo  high  as  to  extinguifli  trade ; and  to  deftroy  induftry ; and  thefe 
refources  coming  to  fail,  foreign  commodities  would  be  brought 
in,  while  exportation  would  be  ftopt,  money  would  difappear,  and 
all  would  fall  into  decay. 

This,  I believe,  is  a cafe  which  feldom  happens  ; becaufe  the  rife 
of  intereft  (as  ftates  are  now  formed)  has  fo  much  the  effecft  of  de- 
preciating the  value  of  every  fpecies  of  folid  propert}-,  that  fpend- 
thrifts  are  quickly  ftripped  of  them,  by  the  growing  accumulation 
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or  that  canker  worm,  interefl;  their  ruin  terrifies  many  from  fol- 
lowing fo  hurtful  an  example,  and  their  property  falling  into  the 
hands  of  the  other  clafs,  who  fpend  lefs  than  their  income  ; thefe 
new  pofieflbrs  introduce,  by  their  example,  a more  frugal  fet  of 
manners.  This  may  be  the  cafe  in  countries  where  trade  and  in- 
dullry  have  been  introduced ; and  where  the  operations  of  crediD 
have  been  able  to  draw  a large  quantity  of  folid  property  into  cir- 
culation, according  to  the  principles  deduced  in  the  chapter  above 
referred  to.  But  in  nations  of  idlenefs,  who  circulate  their  coin 
only,  and  who  are  deprived  of  the  refource  of  credit,  high  intereil 
prevents  them  from  emerging  out  of  their  iloth ; the  little  trade 
they  have,  continues  to  produce  great  profits,  which  are  incom- 
patible with  foreign  commerce : this  may,  indeed,  make  the  coin- 
they  have  circulate  for  home  confumption,  but  can  bring  nothing 
from  abroad. 

On  the  other  hand,  when  trade  and  induftry  flourifli,  and  a 
monied  intereil  is  formed,  in  confequence  of  melting  down  of  folid 
property,  and  Hill  more  when  a Hate  feems  to  contrail  great  debts, 
were  the  mioney  lenders  to  attempt  to  raife  the  rate  of  intereil  to  the 
flandard  of  the  fpendthrift,  the  demands  of  trade,  &c.  would  foon 
be  cut  off:  the  llagnation  would  then  fwell  fo  fall  in  their  hand^, 
that  it  would  in  a manner  choak  them,  and  in  a little  time  intereil 
would  fall  to  nothing.  Whereas  by  contenting  themfelves  with  the 
llandard  of  trade,  the  largell  fupplies  (provided  for  the  borrowers) 
eafily  find  a vent,  without  railing  the  rate  of  intereil  fo  high  as  to 
be  hurtful  to  any  intereil  vv^ithin  the  Hate. 

Add  to  this,  that  the  advantage  of  realizing,  into  lands,  fo  un- 
liable  a property  as  money,  mull  naturally  throw  the  proprietors 
of  it  into  a competition  for  the  lands  which  diffipation  brings  to 
market ; and  fo  by  railing  the  value  of  thefe,  they,  with  their  own 
hands,  defeat  the  confequences  of  the  diffipation  of  fpendthrifts, 
and  hurt  their  owm  intereil,  to  wit,  the  rife  of  the  price  of  money. 
From  a combination  of  thefe  circumllances,  lenders  become  obliged 
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to  part  with  their  money  at  that  rate  of  intereil  which  is  the  moll 
confiftent  with  the  good  of  commerce. 

We  have  hitherto  preferred  our  combinations  as  fimple  as  pof- 
fible.  We  have  fuggefted  no  eztrinfic  obftacle  to  borrowing  and 
lending.  If  money  is  to  be  lent,  and  if  people  are  found  who  in- 
cline to  borrow,  we  have  taken  it  for  granted,  that  circulation  will 
go  on ; and  that  the  ftagnations  in  the  hands  of  the  lenders,  will 
find  a ready  vent  by  the  diffipation  of  the  other  clafs : we  mull  now 
take  a ftep  farther. 

The  fpendthrifts  miifl  have  credit ; that  is,  they  mull  have  it  in 
their  power  to  repay  wuth  intereft  w'hat  they  have  borrowed : any 
impediment  to  credit,  has  the  effecS:  either  of  diminifiiing  the  de- 
mand for  money,  and  confequently  of  lowering  the  rate  of  interefi, 
or  of  introducing  unlawful  ufury.  If  we  fuppofe  the  rate  of  inte- 
reft well  determined,  and  ufury  prevented  by  a regular  execution 
of  good  laws,  it  is  very  certain,  that  a ftatefman  by  hurting  the 
credit  of  extravagant  people,  will  keep  the  rate  of  intereft  within 
due  bounds. 

If,  therefore,  we  find  the  laws  of  any  country,  in  our  days,  de- 
fective in  eftablilhing  a facility  in  fecuring  money  on  folid  property, 
while  the  rate  of  intereft  ftands  higher  than  is  confiftent  with  the 
good  of  trade,  and  with  public  credit ; we  fhould  be  flow  in  finding 
fault  with  Rich  a defect.  The  motives  of  ftatefmen  lie  very  deep  ^ 
and  they  are  not  always  at  liberty  to  explain  them.  An  example  of 
fuch  clogs  upon  credit  are  entails  upon  lands,  and  the  want  of  pro- 
per regifters  for  mortgages. 

Did  the  dilTipation  of  landed  men  tend  to  promote  foreign  trade 
fuch  clogs  would  be  pernicious : but  if  the  tendency  be  to  promote 
domeftic  luxury  only,  and  thereby  raife  the  price  of  labour  and  in- 
duftry,  the  cafe  is  widely  different.  This  obfervation  is  only  by  the 
bye.  Our  objecT  at  prefent  extends  no  farther,  than  to  point  out, 
that  the  diffipation  of  landed  men,  and  the  credit  they  have  to  bor- 
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row  money,  influences,  not  a little,  the  rate  of  interefl  in  every  mO' 
dern  Hate. 

Thefe  are  the  general  principles  which,  arifing  from  things  theni- 
felves,  without  the  interpolition  of  a ftatefman,  tend  to  regulate  the 
rate  of  interefl  in  commercial  nations. 


CHAP.  V. 


Of  the  Regulation  of  Inter ef  hy  Statute, 

T~^ROM  the  principles  deduced  in  the  preceeding  chapter,  we 
have  feen  how,  whthout  the  aid  of  any  law,  the  interefl  of 
money,  in  a trading  nation,  becomes  determined,  from  natural 
caufes,  and  from  the  irreliflible  effects  of  competition. 

But  as  there  is  no  country  in  the  w'orld  to  entirely  given  to  com- 
merce, as  not  to  contain  great  numbers  of  people,  who  are  totally 
unacquainted  with  it,  a regulation  becomes  neceffary  to  reflrain, 
on  one  hand,  the  frenzy  of  thofe,  who,  liftening  to  nothing  but  tne 
violence  of  their  paflions,  are  willing  to  procure  money  at  any  rate 
for  the  gratification  of  them,  let  the  political  confequences  or  theii 
diffipation  prove  ever  fo  hurtful ; and  on  the  other,  to  protea  thofe 
who,  from  neceility,  may  be  obliged  to  fubimt  to  the  heavy  oppref- 
fion  of  their  ufiirious  creditors. 

Laws  refraining  ufury,  are  direaiy  calculated  for  the  fake  of 
thofe  two  claffes,  not  engaged  in  commerce,  %d  indireclly  calcu- 
lated for  commerce  itfelf ; which  otherwife  rnignt  receive  a wound 
through  their  fide s. 

In  entring  upon  the  fubjea  mentioned  in  the  title  of  this  chap- 
ter, I think  we  may  agree  in  this,  that  hitherto  all  regulations  made 
concerning  interefl,  have  been  calculated  either  for  bringing  xt 
down,  or  for  preventing  its  rife.  The  diflreis  which  may  com... 
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upon  a Rate,  by  its  falling  too  low,  is  a phenomenon  which  has 
not  yet  manifefted  itfelf  in  any  modern  Rate,  by  any  fymptom  I 
can  at  prefent  recollecT. 

Now  if  it  be  true,  as  I think  it  has  been  proved,  that  the  ope- 
rations of  demand  and  competition  work  irrefiRible  effects  in  de- 
termining the  rate  of  intereR  in  commercial  Rates  ; the  RateTman 
Vvdio  is  about  to  make  a regulation,  muR  keep  thefe  principles  con- 
Rantly  in  his  eye. 

If  we  examine  the  writings  of  thofe  who  have  treated  of  this  fub- 


jecl  with  intelligence  (among  whom,  I think,  Child  has  a right  to 
Rand  in  the  foremoR  rank)  we  fhall  find  very  little  attention  beRowed 
upon  that  moR  neceffary  and  ruling  principle. 

He  lays  it  down  as  an  axiom,  that  low  intereR  is  the  foul  of  trade, 
in  which  he  is  certainly  right ; but  he  feems  to  think,  that  it  is  in 
the  povuer  of  a legijlatiire ^ hy  fatute,  to  bring  interef  do%vn  to  that  level 
•which  is  mof  advantageous  to  trade ; and  in  this  I differ  from  him.  I 
muR  do  him  the  juRice  to  fay,  that  he  no  where  directly  affirms 
that  propofition  j but  by  fuggeRing  none  of  the  inconveniences 
which  may  follow  upon  an  arbitrary  reduffion  of  intereR  by  Ratute, 
he  leaves  his  reader  at  liberty  to  fuppofe,  that  the  lowering  of  it  is 
folelv  in  the  hands  of  a Rateiman. 

It  is  very  plain,  from  the  hiRory  he  has  given  us  of  the  fucceffive 
rates  of  intereR  in  England,  from  to  to  6 yter  cent,  that  without  the 


interpofition  of  Ratutes,  fuch  diminutios-s  would  not,  in  that  period 
have  taken  place,  from  the  principle  of  competition  : but  I am  not 
fo  clear  that,  at  this  time^  when  trade  is  fo  well  underRood,  and  credit 
fo  generally  eRabliflred  in  many  nations  of  Europe,  that  a like 
adminiRration  would  work  effedts  equally  advantageous. 

It  is  with  great  diffidence  I prefume  to  differ  from  Child  upon 
this  fubject ; and  I find  a fenfible  fatisfacTion  in  perceiving  that  mv 
principles  bring  me  fo  very  near  to  his  lentiments  on  this  matter. 

The  ftrong  arguments  in  favour  of  Child’s  opinion,  are  grounded 
upon  facTs.  He  fays,  tliat  when  intereR  w^as  brought  down  bv 
RatUi-Cj  ari'tij  j .om,  lo  to  8 per  cent,  liiat  in  place  of  producinp" 
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any  bad  effed,  it  had  that  of  bringing  it  ftiil  lower  immediately 
afterwards  ; and  the  fame  thing  happened,  anno  i6yo,  when  it  was 
reduced  a fecond  time  by  ftatiite,  from  8 to  6 per  cent,  at  which  rate 
it  Hood  at  the  time  he  wrote.  Thefe  facts  I give  credit  to,  and  fliall 
now  account  for  them,  from  the  confequences  of  fudden  revolutions. 

When  a law  is  made  for  the  reduftion  of  intereft,  all  debtors  im- 
mediately profit  by  it.  Upon  this,  the  creditors  muft  either  fubmit, 
or  call  in  their  capitals.  If  they  fubmit,  land  immediately  rifes  in 
its  value.  If  they  call  in  their  capitals,  they’-  mufi:  have  an  outlet 
for  lending  them  out  again,  beyond  the  limits  of  the  jurifdiaion 
of  the  legSature.  Now  this  outlet  was  not  then  to  be  found ; be- 
caufe  credit  was  no  where  well  eftablifhed,  except  in  Holland,  where 
intereft  was  ftiil  lower. 

They  were,  therefore,  obliged  to  fubmit,  and  thus  intereft  was 
violently  brought  down  by  ftatute  ; and  a great  advantage  refulted 
from  it  to  the  commercial  interefts  of  England. 

The  fubfequent  fall  of  intereft,  in  the  natural  way^,  is  thus  eaxily 


accounted  for. 

The  confequence  of  lowering  the  intereft,  was,  that  the  price  of 
land  rofe  feveral  years  in  purchafe : the  landed  men,  who  had  long 
groaned  under  the  heavy  intereft  of  lo  per  cent,  finding  their  lands 
rife  from  12  years  purchafe  to  ly,  upon  reducing  the  intereft  to  8 
per  cent,  fold  off  part  of  their  lands,  and  cleared  themfelves.  The 
natural  confequence  of  this  was,  to  make  money  regorge  in  the 
hands  of  the  monied  men  ; to  diminifn  the  number  of  borrowers  ; 
and  confequently,  to  bring  the  rate  of  intereft  ftiil  lower. 

One  hidden  revolution  produces  another.  When  intereft  is 
brought  down  by  ftatute,  the  price  of  land  muft  rife  by  a jerk ; and 
landed  men  will  fuddenly  profit  of  the  change  in  their  favour. 
When  it  fails  gently,  by  natural  revolutions  in  the  ftate  of  demand, 
the  effeffs  are  more  infenfible  ; the  fharper  lighted  only  profit  of  it  1 
others,  from  expectation  of  a ftiil  greater  rife  in  the  price  of  ci^eii 
lands,  neglect  to  fell  in  the  proper  point  of  time  j and  may  peiffcps 
be  difappointed  from  a new  fluctuation  in  favour  of  moneyu  1 bis 
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is  at  prefent  aftually  the  cafe  in.  Great  Britain,  fince  the  peace  or 
1762.  I v/rite  in’  17*54. 

Thefe  facYs  fpeak  llrongly  in  favour  of  Child’s  opinion,  that  it  is 
expedient  to  have  recourfe  directly  to  the  ftatute,  whenever  there  is 
a profpect  of  advancing  the  interelts  of  trade  by  a reduction  of 
intereft. 

It  is  impoilible  to  reply  to  matters  of  faft ; ail,  therefore,  I have 
to  allege  in  favour  of  my  own  opinion,  is,  that  it  is  more  con- 
fident with  the  very  principles  in  which  both  Child  and  I agree ; it 
implies  no  fudden  revolution,  and  will,  in  a fhort  time,  operate  the 
fame  effect. 

The  method  of  proceeding,  according  to  my  principles,  is  fhortly 
this. 

Since  it  is  agreed  on  all  hands,  that  low  intered  is.  the  foul  of 
trade,  and  the  firmed  bafis  of  public  credit ; that  it  rifes  in  propor- 
tion to  the  demand  of  borrow^ers,  and  finks  in  proportion  as  money 
is  made  to  regorge  in  the  hands  of  the  monied  intered ; 

The  flatefman  fliould  fet  out  by  fuch  deps  of  adminidration  as 
will  difcourage  borrowing,  in  thofe  who  employ  their  money  in 
prodigality  and  difiipation,  as  far  as  m?vy  be  confident  wfith  the 
intered  of  the  lov/er  claffes  employed  in  fupplying  home  con- 
fumption,  according  to  the  principles  laid  down  in  the  fecond  book. 
He  diould  abdain  from  borrowing  himfelf , and  even  from  creatin g 
new  outlets  for  money,  except  from  the  mod  cogent  motives.  Ey 
this  he  will,  in  a iliort  time,  gently  reduce  the  rate  of  intered. 
Then  by  datute  he  may  bring  it  down  a little,  but  not  fo  verv  low 
as  the  foregoing  operations  may  have  reduced  it ; contenting  him- 
felf  with  having  farther  redricded  the  extent  of  the  ordinary  fluc- 
tuations. 

As  for  example : let  us  fuppofe  intered  limited  by  law  to  5 per 
cent,  and  that  by  good  management  the  date  may  be  enabled  to  bor- 
row eafily  at  3 per  cent.  I believe  there  would  refult  a notable  advan- 
tage, in  reducing  the  legal  rate  to  4 per  cent,  and  were  it  brought 
down  to  3 per  cent,  there  might  follov/  a very  great  inconvenience 
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to  landed  men,  in  cafe  a war  fhonld  fuddenly  occaiion  a revolution 
in  favour  of  money. 

The  difference  then  between  Child  and  me,  is,  that  I am  more 
fcrupulous  than  he,  in  introducing  reftramt  into  political  oeconomy ; 
and  my  only  reafon  againft  applying  the  ilatute,  as  he  propofes,  is 
for  fear  of  the  immediate  bad  effecis  w^hich  miglit  follow  (in  man} 
ways  impoflible  to  be  forefeen)  upon  a fudden  and  violent  revo- 
lution, in  a point  fo  exceflively  delicate  as  public  credit. 

In  his  days,  credit  was  not  fo  well  eftablilhed,  nor  was  it  ftretched 
as  at  nrefent : it  was  more  accuftomed  to  violent  fliocks,  and  could 
bear  a rougher  treatment.  But  in  order  to  come  tne  better  to  a 
thorough  knowledge  of  this  m^atter,  let  us  examine  into  what  might 
be  the  confequence,  if  Great  Britain  fhould,  at  this  time,  bring 
down,  by  ftatute,  the  rate  of  intereft  helonv  the  le^el  of  thefoch,  which 
I take  to  be  the  beft  rule  of  determining  the  prefent  value  of  mo- 
ney 5 and  this  is  aifo  the  beft  method  of  examining  the  expediency 
of  Child’s  method  of  reducing  intereft,  under  the  prefen i com- 
bination of  all  our  political  circumftances. 


CHAP.  VL 


Wkat  would  he  the  Confequence  of  reducing,  by  a Britijh  Statute, 
the  legal  Interefi  of  Money  below  the  prefent  level  of  the  Stocks, 

T HEN  Great  Britain  borrows  money  upon  the  public  faith, 
the  rate  of  intereft  is  always  ftipulated,  and  thefe  ftipulations 
muft  be  religioufly  fulfilled,  or  credit  will  be  at  an  end. 

The  regulations  then  propofed  to  be  made,  muft  onl}  iCiw  to 
contrails  of  loan  entred  into  by  private  parties. 

The  current  value  of  money,  I think,  is  beft  to  be  detei  mined  by 
tiie  price  of  ftocks.  If  a 4 fer  cent,  fells  at  par,  money  may  oe  ff-d 
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to  be  then  at  4 per  cent.  If  the  fame  Rock  falls  to  89'  then  the  value 
of  money  rifes  to  near  4^;  if  the  fame  Rock  rifes  to  1 14,  then  the 
value  of  money  falls  to  about  3 1 ; and  fo  in  proportion. 

According,  therefore,  as  Rock  is  found  to  rife,  the  price  of  money 
falls,  and  ^jice  verfa. 

Suppofe,  then,  the  price  of  money  to  be  at  4 per  cent,  and  that 
government  Ihould  pafs  a law,  forbidding  any  man  to  lend  at  above 
3 per  cent,  what  would  be  the  confequence  ? This  is  exactly  the 
expedient  propofed  by  Child : money  then  was  at  6 per  cent,  and  he 
propofes,  hy  a lanv,  to  bring  it,  all  at  once,  to  4,  without  alledging 

that  money  was  then  commonly  got  by  private  convention  at  fo  low 
a rate. 


Would  not  the  confequence  be,  that  the  creditors  of  private  people 
would  demand  their  money,  in  order  to  get  4 per  ceiit,  in  buying 
Rock,  and  would  not  this  additional  demand  for  flocks  make  them 
rife I anfwer  in  the  affirmative,  unlefs  money  could  be  employed 
abroad,  fo  as  to  produce  at  leaR  4 per  ce7it.  to  the  lenders,  free  of  all 
charge  of  commiffion,  &c.  If  it  could  not,  I have  little  doubt,  but 
that  money  would  foon  fall  to  the  legal  intereR  of  3 per  cent,  land 
v/ouid  rife  to  40  years  purchafe ; and  landed  men  would  profit  of 
the  rife,  as  Child  fays  was  the  cafe  in  his  time.  The  whole  incon- 
venience would  be  limited  to  the  immediate  effects  of  the  fuddeii 
revolution ; which  would  occafion  fo  great  a run  uv-on  the  landed 
intereft,  as  to  reduce  them  to  an  utter  incapacity  of  anftvering  it 
This  might  be,  in  lome  meafure,  prevented,  by  a claufe  in  the  aff 
allowing  a certain  time  for  the  liquida-tion  of  their  debts.  But  who 
will  pretend  to  foretell  the  immediate  confequences  of  fo  great  a 
flagnation  of  ci  euit,  and  borrowing  on  land  fecurity  ^ The  puff 
of  all  monied  people,  would,  for  fome  time  at  leaft,  be  faR  ff  ut 
againfl  their  demand.  What  a Riock  again,  would  this  be  m all 
inland  trade,  what  a difcouragement  to  all  the  manufacRuriiiP-inte 
reR,  whatdiflrefs  upon  all  creditors  for  accounts  furniffied  "md" 

upon  thofe  who  fupply  daily  wants  ! I think,  even  funpofing  that 
in  a year  or  two,  the  firR  effecRs  might  come  to  difanpear  and  a 
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notable  advantage  refiilt,  in  the  main,  to  the  commercial  intereft  of 
Great  Britain,  yet  the  diftrefs  in  the  interval  might  prove  fo  hurtful, 
as  to  render  it  quite  intolerable.  The  common  people  who  live  by 
the  luxury  of  the  rich,  in  the  city  of  London,  and  who  are  conftantly 
acled  upon  by  the  immediate  feelings  of  prefent  inconveniences, 
might  lofe  all  patience ; and  being  blown  into  a ferment,  by  the 
addrefs  of  the  monied  intereft  (whofe  condition  would  be  made  to 
fuffer  by  the  fcheme)  might  throw  the  ftate  into  confufion,  and 
imprefs  the  nation  with  a belief,  that  high  intereft  for  money,  in 
place  of  being  hurtful,  was  eilential  to  their  profperity. 

I have  faid  above,  that  fuppofing  the  money  drawn  from  debtors, 
could  not  be  placed  abroad,  free  of  all  deducftions,  at  a rate  equal 
to  the  then  value  of  money  (fiippofed,  for  the  fake  of  an  example, 
to  be  at  4 per  cent.)  that  then  money  would  fall  to  3 per  cent,  and  the 
ftocks  would  rife  in  proportion. 

But  let  us  fuppofe  (what  perhaps  is  the  matter  of  faff)  that  the 
extenfive  operations  of  trade  and  credit,  do  actually  fix  an  average 
for  the  price  of  ftocks,  from  the  value  of  money  in  other  nations  in 
Europe.  Would  not  then  the  confequence  of  bringing  down  the 
rate  of  legal  intereft,  below  that  level,  be,  to  fend  out  of  the -king- 
dom all  the  money  now  circulating  on  private  fecurity,  real  and 
perfonal  I Would  not  this  deftroy  all  private  credit  at  one  blow  ? 
Would  it  not  have  the  eiteeft  of  preventing,  among  individuals,  the 
loan  upon  intereft  altogether:  Whal  would  become  of  the  bank  oF 
England,  and  all  other  banks,  whofe  paper  in  circulation  is  all  in 
the  hands  of  private  people  ? Is  not  every  man  who  has  a bank  note, 
a creditor  on  the  bank,  and  would  not  the  fame  intereft  which 


moves  other  creditors  to  exact  their  debts,  under  fuch  circumftances, 
alfo  move  many  holders  of  bank  notes,  to  demand  payment  of 
them  ? Would  not  a run  of  that  nature,  only  for  a few  weeks,, 
throw  the  whole  nation  into  the  rnoft  dreadful  diftrefs  ? May  we  not 
even  fuppofe,  that  upon  fuch  an  occafion,  the  monied  intereft  (from 
a certainty  of  df appointing  the  intention  of  government  in  Tiiaking  the  Ia%v f 
might  form  a combination  among  tliemfclves  to  lock  up  their 


money* 
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iiioney,  even  altlioiigli  it  llionld  rernain  dead  in  theii  Iiands  for  a 
few  months  ? What  would  become  of  tne  improvement  of  land 
Is  there  a.n  induftrious  farmer  any  av here  to  be  met  with,  who  does 
not  borrow  money,  which  he  can  fo  profitably  turn  to  account  upon 
his  farm,  even  though  he  receives  it  at  the  highefi  legal  intereft? 
Thefe  and  many  more  inconveniences  anight  manifefl  themfelves, 
were  government  to  force  dov.m  the  value  of  money,  contrary  to 
the  ordinary  operations  of  demand  and  competition : and  to  what 
purpofe  have  reeourfe  to  authority,  when  it  is  moil  certain,  that 
without  any  fuch  expedient  the  fame  end  may  be  compaffed  ? 

If  it  be  true,  as  I believe  it  is,  that  in  Rates  where  credit  is  fo  well 
eftabliflied,  that  their  funds  or  public  debts  are  commonly  nego- 
tiated abroad,  there  is  an  a.verage  fixed  for  the  value  of  money,  by 
the  operations  of  credit  over  the  commercial  world : and  if  it  be 
true,  that  no  law  can  be  framed  fo  as  to  reflrain  mercantile  people, 
and  thofe  who  make  a trade  of  money,  from  turning  it  to  the  heft 
account ; then  all  that  fliould  be  propofed  by  government,  is,  to  pre- 
ferve  the  value  of  it  at  home,  within  that  ftandard.  For  which  pur- 
pofe, nothing  more  is  neceflary  than  to  prevent  the  competition  of 
the  dimpating  clafs  of  inhabitants,  from  diilurbing  the  rate  which 
commerce  may  eftablifli  from  time  to  time.  This  is  accompliflied 
by  the  methods  above  hinted  at,  and  which  in  the  next  chapter 
lliall  be  more  largely  iniifted  on.  If,  by  prudent  management,  the 
conventional  rate  of  intereft,  can  thus  be  brought  below  the  legal, 
then  there  will  be  no  harm  in  diminifhing  the  latter  by  ftatute,  not 
however  fo  low  as  the  conventional  ilaiidard  ; but  to  leave  a 
reafonable  latitude  for  gentle  fluctuations  above  it.  From  what  I 
have  faid,  I fiill  think  I had  reafon  to  object  to  Child’s  plan  for  forc- 
ing down  the  intereil  by  ftatute : and  had  he  lived  at  this  time,  I 
am  perfuaded  he  vrouid  have  come  into  that  opinion. 
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Methods  of  bringmg  down  the  Rate  of  Inter  eft,  in  Confequetice  of 
the  Principles  of  Demand  and  Competition. 

T HOPE  the  arguments  ufed  in  the  foregoing  chapter  will  not  be 
A conftrued  as  an  apology  for  the  high  intereft  of  money. 

I entirely  agree  with  Sir  Jonah  Child,  that  low  intereft  is  the  foul 
of  trade  ; the  moft  active  principle  for  promoting  induftry,  and 
the  improvement  of  land  ; and  a requifite,  without  which  it  is 
hardly  poffible  that  foreign  commerce  can  long  be  fupported. 

This  propofttion  I take  to  be  at  this  time  univerfally  admitted  to 
be  true ; and  did  there  remain,  concerning  it,  the  veftige  of  a 
doubt  in  the  mind  of  any  one,  the  writings  of  many,  much  more 
capable  than  I can  pretend  to  be,  and  among  the  reft  the  author  juft 
now  cited,  are  fufficiently  capable  to  remove  it.  I lhall  not  there- 
fore  trouble  my  reader  with  a chapter  upon  that  head,  but  only  ob- 
ferve,  that  the  terms  high  and  /sw  are  conftantly  relative.  Here  the 
relation  muft  be  underftood  to  regard  other  ftates,  becaufe  when 
we  fpeak  of  a rate  of  intereft,  we  are  fuppofed  to  mean  fomething 
general  in  the  country  we  are  fpeaking  of : accordingly,  if  we 
could  fuppofe  that,  within  the  fame  ftate,  the  rate  of  intereft  fliould 
be  lower  in  one  city  than  any  where  elfe,  that  circumftance  would 
give  an  advantage  to  that  city  in  all  its  mercantile  operations. 

I muft  farther  obferve,  for  the  fake  of  connesfting  this  part  of 
our  fubjecl  with  our  general  plan,  that  the  low  intereft  for  money 
is  moft  elTential  to  fuch  ftates  as  carry  on  the  moft  estenfive  foreign 
commerce. 


In  the  infancy  of  induftry,  and  before  trade  comes  to  be  efta- 
biiilied,  it  is  very  natural  that  the  coin  of  the  country  fliould  be 
found  in  a great  meafure  locked  up  in  treafures : high  intereft 
tends  to  bring  it  forth,  and  in  that  refned:  works  a good  efFect. 

VOL.  IL  S " In 
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In  proportion  as  alienation  augments,  money  comes  to  be  mul-  - 
tiplied,  by  the  melting  tiown  of  folid  property,  as  has  been  ex- 
plained ; and  then  the  bufiaefs  of  a ftatefman  is  to  contrive  expe- 
dients for  bringing  the  rate  of  it  as  low  as  poffible,  in  order  to » 
fupport  foreign  trade,  and  to  rival  all  neighbouring  nations,  where ' 
intereft  is  higher.  When  foreign  trade  again  comes  to  decline, 
from  the  multiplication  of  abufes  introduced  by  luxury,  low  in- 
tereil  ftill  continues  ufeful,  for  fupporting  public  credit,  fo  necef-  - 
fary  for  defending  a nation  againft  her  enemies. 

If  money  confitled  only  in  the  precious  metals,  which  are  not  to  ^ 
be  found  in  every  country,  but  mull  be  purchafed  with  the  pro- 
duce of  induftiy,  and  brought  from  far ; and  if  no  other  expedient' 
could  be  fallen  upon  to  fupply  their  place  for  the  ufes  of  circula- 
tion ; then  the  poITeiibrs  of  thefe  metals  would  in  a manner  be- 
mafters  to  eftablilli  what  rate  of  intereft  they  thought  Rt  for  the. 
of  them. 

But  if  that  be  not  the  cafe,  and  if  money  can  be  made  of  paper, 
to  the  value  of  all  the  folid  propeity  of  a nation,  (fo  far  as  occa-^ 
fion  is  found  for  it,  by  the  owners  of  that  property)  the  ufe  of  the  - 
metals  comes  to  be  in  a manner  reduced  to  that  of  ferving  as  a 
ilandard,  for  afcertaining  the  value  of  the  denominations  of  mo- 
ney of  accompt;  perhaps  for  facilitating  the  circulation  of  fmali 
fums,  and  for  paying  a balance  of  trade  to  other  nations. 

When  this  is  tne^  cale,  a Ratefman  has  it  in  his  pow^er  to  increale 
or  diminifli  the  extent  of  credit  and  paper  money  in  circulation,  by 
various  expedients,,  which  greatly  influence  the  rate  of  intereft. 

The  progicfs  of  crediL  has  been  very  rapid  fince  the  beginnino* 
of  this  century.  This  has  been  almoft  entirely  owing  to  the  me^ 

chanical  combinations  of  trading  men.  Lawgivers  have  hitherto 
had  but  imperfeci;  notions  concerning  the  nature  of  it ; and  there 
ftili  remains,  in  the  womb  of  nature,  fome  mighty  genius,  born 
to  govern  a commercial  nation,  who  alone  will  be  able  to  fet  it  on 

its  true  principles.  Let  us  in  the  mean  time  fpeculate  concerning 
them. 


6 


We 
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We  have  faid,  and  every  body  feels,  that  intereft  falls  in  propor- 
tion to  the  redundancy  of  money  to  be  lent. 

Now  v/hat  is  this  money  but  property,  of  one  kind  or  oilier^ 
throv/n  into  circulation  ? I fpeak  of  trading  nations,  v/he  are  not 
confined  to  the  quantity  of  their  fpecie  alone. 

When  a man  of  property  wants  money,  does  he  not  go  to  a 
bank,  wLich  lends  upon  mortgage,  and  by  pledging  his  fecurity, 
does  he  not  receive  money,  which  is  in  the  fame  inftant  created  for 


his  ufe  ? Do  not  tliofe  notes  circulate  as  long  as  they  are  found  ne- 
ceiTary  for  carrying  on  the  afFairs  of  the  nation  ? that  is  to  fay, 
the  accompts  of  debtors  and  creditors  of  all  denominations  ; and 
as  foon  as  the  quantity  of  them  exceeds  that  proportion,  they  ftag- 
nate,  and  return  on  the  debtors  in  them,  (the  bank)  who  is  en- 
abled to  realize  them,  becaufe  the  original  fecurity  is  Hill  in  their 
hands,  which  was  at  firft  pledged  when  the  notes  were  iffiied.  This 


realization  is  commonly  made  in  the  metals  ; becaufe  they  are  the 
money  of  the  wmild : they  are  real  and  true  riches,  as  much  as 
land  ; and  they  have  this  advantage  over  land,  that  they  are  tranT 


portable  every  where. 

Now,  does  it  not  appear  evident,  that  what  we  have  been  de- 
fcribing  is  a round-about  operation,  which  it  is  poffible  to  Ihorten  1 

I beg  of  my  reader,  that  he  may  attend  to  one  thing  ; which  isj 
that  I am  not  here  treating  of,  or  propofmg  a plan,  but  labouring 
in  the  dedudlion  of  principles  in  an  intricate  fubjeft. 

I fay,  when  landed  men  go  to  fuch  a bank,  and  receive  paper 
for  a land  fecurity,  that  this  operation  may  be  Ihortened. 

Do  not  the  notes  he  gets  fcand  (though  that  is  not  exprelTed) 
upon  the  fecurity  of  his  land  ? Now,  can  any  man  affign  any  other 
reafon  but  cuftom,  why  his  own  notes,  carrying  exprefly  in  their 
hofom  the  fame  fecurity,  might  not  be  ifliied,  wdthout  his  D^^iiig 
obliged  to  interpofe  the  bank  between  the  public  and  himfeif  : And 
for  what  does  be  pay  that  intereft  ? Not  that  he  has  gratuitoufly 
received  any  value  from  the  bank ; becaufe  in  his  obligation  he  liaS 

given  a full  equivalent  for  the  notes  ? but  the  obligation  cairies 

c --  intereft, 

yj  Sis  * 
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intereft,  and  tlie  notes  carry  none.  Why  ? Eecauie  the  one  circu- 
lates like  money,  the  other  does  not.  x'or  this  advantage,  there- 
fore,  of  circulation,  not  for  any  additional  value,  does  the  landed 
man  pay  intereil  to  the  bank. 

Had  landed  men,  and  not  merchants,  invented  this  method  of 
turning  their  property  into  circulation,  and  had  they  been  all  af- 
fembled  in  one  body,  with  a iegiflative  authority,  I imagine  they 
would  have  had  wit  enough  to  find  out  that  a land  bank  was  a 
thing  practicable  in  its  nature. 

Suppofe  they  had  agreed  that  all  their  lands  fliould  be  let-  by  the 
acre,  and  that  land  property  Ihould  be  efteemed  at  a certain  num- 
ber of  years  purchafe,  in  proportion  to  the  rate  of  interefi;  at  the 
time,  where  would  be  the  great  difficulty  in  paying  in  lands  ? 

This  is  only  a hint,  to  which  a thoufand  objections  may  be  made, 
as  matters  Rand : all  I fay,  is,  that  there  is  nothing  here  againfi 
principles  ; and  though  there  might,  in  every  way  fuch  a plan 
could  be  laid  down,  refult  inconveniencies  to  the  landed  interefi, 
yet  ftill  thefe  inconveniencies  would  hardly  counterbalance  that  of 
their  being  obliged  to  pay  interefi  for  every  penny  they  borrow. 

It  is  demanded,  what  advantage  would  refult  to  tlie  nation  from 
fuch  a regulation  ? 

I anfwer,  that  by  it  all  the  borrowings  of  landed  men  would  be 
firuck  out  of  the  competition  at  the  money-market.  The  money’d 
interefi  alone  would  borrow  among  themfelves  for  the  purpofes  of 
trade,  (for  money’d  men  do  not  boiTOw  to  fquander)  and  landed 
men  would  confequently  pay  with  their  own  paper,  in  every  cafe, 
where  now  they  borrow  in  order  to  pay.  Thus  interefi  wmuld  be- 
regulated  by  the  demands  of  trade,  and  the  rate  of  it  would  not 
be  difturbed  by  the  competition  of  fpendthrifts. 

Who  can  fay  how  far  the  confequences  of  fuch  a feheme  micht 
reach  ? Might  not  landed  men  begin  in  time  to  ifilie  notes  by  way 
of  loan,  at  a very  confiderable  interefi?  But  I do  not  ineline  m 
carry  my  fpeculations  farther : perhaps  what  has  been  faid  may 
appear  fufficiently  aerial.. 
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If  a ftatefman  fhall  find  every  modification  of  this  idea  imprafli- 
cable  ; either  from  his  ov/n  want  of  power,  or  of  combination,  or, 
which  is  more  probable,  from  the  oppofition  of  the  money’d  im 
tereft,  he  mull  take  other  meafures  for  ftriking  out,  as  much  as 
poiiibie,  the  competition  of  fpendthrifts  at  the  money-market. 
Entails,  and  lame  fecurities,  are  good  expedients  ; though  they  are 
productive  of  many  inconveniencies.  His  own  frugal  ceconomy 
in  ftate  affairs  will  go  much  farther  than  any  fuch  trifling  expe- 


dients» 

Did,  a nation  enjoying  peace,  although  indebted  perhaps  14a 
millions  fterling,  begin  by  paying  off  but  2 per  cent,  of  their  capi- 
tal yearly,  befides  the  current  interefl  ; w^hile  no  neighbouring  ftate 
was  borrowing  any  ; what  would  intereft  fall  to  in  a fhort  time ! 
It  may  be  anfwered,  that  the  confequence  would  be,  to  enrich  other 
nations  ; becaufe  the  regorging  money  would  be  fent  abroad.  Is 
any  ftate  ever  enriched  by  their  borrowing  ? And  in  what  does  fuch 


lending  to  foreigners  differ  from  the  nation’s  paying  off  their  fo- 
reign creditors  i Will  not  the  return  of  intereft  from  abroad  com- 
penfate,  pro  tanto,  the  fums  fent  out  for  the  like  purpofe  ? 

But  if  it  be  faid,  that  the  confequence  will  be  to  enable  other 
nations  to  bring  down  their  own  rate  of  intereft  ; I allow  it  to  be 
fo  ; and  To  much  the  better,  as- long  as  it  remains  proportionally 
lower  with  us  ; which  it  muft  do,  as  long  as  we  can  lend  abroad. 
We  have  faid,  and  I believe  with  truth,  that  as  credit  is  now  ex- 
tended,. a general  average  is  ftruck  every  where  upon  the  value  of 
monev : confcquently,  the  lower  intereft  is  found  abroad,  the  lower 
ftill  it  will  remain  at  home,  as  long  as  merchants  and  exchangers- 
fubfift. 

From  this  circnmftance  of  the  average  on  the-  rate  of  intereft, 
the  Dutch  muft,  I think,  have  loft  the  great  advantage  they  for- 
merly enjoved,  from  tlie  low  rate  of  it  in  Hollana,  in  proportion 


to  their  neighbours. 

In  Child’s  time,  they  were  familiarly  buying  up  fugars  in  Lon- 
don, above  the  price  paid  by  Englifh  fagar-bakers  ; and,  notwith- 

ftanding- 
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ftanding 


the 


additional  freight  and  charges, 


they  grew  rich  by 


their  trade,  while  the  others  were  hardly  making  any  profit.  This 
he  accounts  for,  from  the  low  rate  of  their  intereft.  He  fiippofes 
both  Dutch  and  Englifli  to  have  carried  on  this  trade  with  borrowed 
iiioneY  ; for  which  the  firft  paid  3 per  cent,  and  the  other  6 per  cent. 

But  at  prefent,  were  it  pofilble  to  get  6 per  cent,  for  money  in 
London,  what  Dutchman  would  lend  his  father  a iliilling  at  3 per 
. cent.  ? The  Englifli  flocks  are  as  currently  bought  and  fold,  nay, 
all  the  ftockjobbing  tricks  are  praftifed  with  the  fame  fubtlety  at 
Amfterdam  as  in  Change-Alley  : from  Vvdiich  I conclude,  that  a 
great  part  of  the  advantage  of  low  intereft  is  now  loft  to  that  na- 


tion ; and  I conclude  farther,  that  it  is  the  common  intereft  of  all 


■trading  nations  to  bring  it  as  low  as  poIEble  every  where. 

Another  caufe  of  high  intereft  proceeds  from  certain  clogs  laid 
upon  circulation,  which  proceed  merely  from  cuftom  and  prejudice. 
Of  this  nature  is  the  obligation  of  debtors  to  pay  in  the  metals, 
nothing  but  coin  being  a legal  tender. 

The  only  foundation  for  fuch  a regulation  was  the  precarioufnefs 
of  credit  in  former  times.  Were  all  the  circulating  paper  in  a na- 
tion feciired  by  law,  either  upon  the  lands  or  revenue  of  the 
country  appropriated  for  that  purpoie,  there  could  be  no  injuftice 
or  inconvenience  in  making  paper  (fo  fecured)  a legal  tender  in 
all  payments.  Again,  how  extraordinary  muft  it  appear  to  any 
reafonable  man,  that  the  fame  paper  which  pafles  on  one  fide  of  a 
river,  fhauld  not  pafs  on  its  oppofite  bank,  though  running 
through  the  fame  country  ■ 

The  reafon  indeed  is  very  plain  : the  fubaltern  jurifdiaiions  are 
different ; and  the  debtors  in  the  paper  are  different : but  if  the  pa- 
per of  both  ftood  upon  a fecurity  equally  good,  what  is  to  hinder  both 
to  be  received  as  a legal  tender  in  all  payments  over  the  kingdom  i 
Should  not  little  private  objeefts  of  profit  among  hankers  (who  are 
the  fervants  of  the  fiate,  and  v/ho  are  fo  well  paid  for  their  fervice) 
he  over-ruled,  when  the  confequences  of  their  difputes  are  found 


to 
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to  be  fo  hurtful  ? But  of  this  more,  when  we  come  to  fpeak  of 


banks. 


The  only  oecafion  where  coin  is  necellaiy  in  the  liquidation  of 
paper,  is  for  payment  of  the  balance  of  trade  with  foreign  na-- 
tions.  Of  this  alfo  we  fhall  treat  more  at  large,  when  we  come 
to  the  doftrine  of  exchange.  But  Purely  nothing  is  fo  ill  judged,* 
as  to  create  an  imaginary  balance  within  =- the  fame  hate;  or  ra- 
ther, to  permit  money-jobbers  to  create  it ; at  the  expenceof  raifing 
intereft,  and  hurting  trade,  in  the  very  places  where  it  hands  in  ^ 
the  greateh  need  of  encouragement. 

From  thefe  principles,  and  others  which  naturally  how  from' 
them,  may  a hatefman  heer  a very  certain  courfe,  towards  bring- 
ing the  rate  of  intereh  as  low  as  the  profperity  of  trade  requires, 
or  the  principles  of  double- competition  between  borrowers  and  ; 
lenders  will  permit* 


CHAP.  VIII. 


Is  thi  Rate  of  Intereji  the  fare  Barometer  of  the  State  of> 

Commerce  f 


OME  political  writers  are  fond  of  eveiy  expedient  to  reduce 


O within  a narrow  compafs  many  quehions,  which  being  in- 
volved in  intricate  combinations,  cannot  be  reduced  to  one  prin- 
ciple. This  throws  them  into  what  I call  fyhems  ; of  which  we- 
have  an  example  in  the  quehion  now  before  us. 

There  is  nothing  more  difficult  than  to  determine  when  com- 
merce runs  favourably,  and  when  unfavourably  for  a nation. 
This  would  not  be  the  cafe,  were  the  rate  of  intereft  the  juft  ba-. 
rometer  of  it.  I have  found  it  however  advanced,  that  nothing . 


more  ■ 
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more  is  neceffary  to  be  known,  in  order  to  eRimate  the  relative 
profits  upon  the  foreign  trade  of  two  nations,  than  to  compare  the 
common  rate  of  intereft  in  both,  and  to  decide  the  preference  in 
favour  of  that  nation  where  it  is  found  to  be  lowefi. 

We  may  fay  of  this  propofition,  as  of  the  courfe  of  exchange; 
the  lownefs  of  intereft  and  exchange  are  both  exceedingly  favour- 
able to  trade ; but  they  are  no  adequate  meafure  of  the  profits 
arifing  from  it. 

The  beft  argument  in  favour  of  this  opinion  with  regard  to  in- 
tereft is,  that  the  nation  which  fells  the  cheapeft  at  foreign  mar- 
kets is  conftantly  preferred ; and,  confequently,  where  the  ufe  of 
money  is  the  loweft,  the  merchant  can  fell  the  cheapeft. 

I anfwer,  that  this  confequence  ‘would  be  juft,  were  all  trade  car- 
ried on  with  borrowed  money,  and  were  the  difference  of  the  price 
of  the  materials  or  firft  matter,  the  eafe  in  procuring  them,  the 
promptitude  of  payments,  the  induftry  of  the  manufaclurer,  and 
his  dexterity,  reckoned  for  nothing.  But  fuch  advantages  are  fre- 
quently found  in  thefe  articles,  as  to  be  more  than  fufiicient  to 
counterbalance  the  additional  intereft  which  is  paid  for  the  money 
employed  in  trade.  This  is  fo  true,  that  w'e  fee  the  dexterity  alone 
of  the  workman  (living  in  an  expenfive  capital,  where  the  charge 
of  living  may  be  double  of  what  it  is  in  the  country)  enabling 
him  to  underfell  his  competitors  every  where  : the  fame  may  be 


true  with  regard  to  the  other  articles.  Farther,  how  far  is  it  not 
from  truth  to  fay,  that  all  trade  is  carried  on  with  borrowed  monev  r 
When  the  term  trade  here  made  ufe  of,  is  properly  underftood,  we 


fhali  fee,  that  a very  incoiiiiderable  part  of  its  objecl  is  carried  on 
wdth  borrowed  money,  in  any  country  in  Europe  ; and  that  part 
which  is  carried  on  with  borrowed  money  is  not  fo  much  clogged 
by  the  high  rate  of  intereft,  as  by  v/ant  of  puncluality  in  pay- 
ments. A merchant  who  can  turn  his  money  in  three  months  bo’’- 
rows  as  cheaply,  at  6 per  cent,  as  another  who  turns  his  in  fix 
months,  when  he  borrows  at  3 per  cent. 
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Tlie  object  o£  trade  is  produce,  and  maniifaclure.  If  any  one 
will  confider  the  value  of  theie  two  articles,  before  they  come  into 
the  hands  of  merchants,  and  compare  this  with  the  money  bor^ 
rowed  by  farmers  and  rnanufaihurers,  in  order  to  bring  them  to 
market,  the  proportion  will  be  very  fmalL 

Do  we  not  fee  every  day,  that  ingenious  workmen,  who  obtain 
credit  for  very  fmall  fnms,  are  foon  enabled,  by  the  means  of 
their  own  indtiftry,  to  produce  a furprizing  value  in  manufac- 
tures, and  not  only  to  fubfiit,  but  to  increafe  in  riches  ? The  in^ 
tereft  they  pay  for  the  money  borrowed  is  inconliderable,  when 
compared  with  the  value,  created  (as  it  were)  by  the  proper  em- 
ployment of  their  time  and  talents. 

If  it  be  faid,  that  this  is  a vague  alTertion,  fupported  by  no 
proof  I I anfwer,  that  the  value  of  a.  man’s  wmrk  may  be  eftimated 
by  the  proportion  between  the  manufacture  when  brought  to  mar- 
ket, and  the  Jirft  matter.  Nothing  but  the  firft  matter,  and  the  in- 
ftruments  of  manufadture,  can  be  confidered  as  the  objefls  of  bor- 
row’-ed  money , unlefs  we  go  fo  far  as  to  eftimate  the  nourifliment, 
and  every  expence  of  the  manufacturer,  and  fuppofe  that  thefe  are 
alfo  fupplied  from  borrowed  money.  To  affirm  that,  would  be 
turning  arguments  into  cavil. 

The  objeft,  therefore,  of  borrowed  money  for  carrying  on 
trade,  is  more  relative  to  the  merchant  than  to  the  manufadiirer. 
Borrowing  is  neceffary  for  colleding  alLthis  product  and  manu- 
facture into  the  hands  of  merchants.  This,  no  doubt,  is  very 
commonly  the  operation  of  credit  i intereftof  money,  here,  comes 
in,  to  indemnify  the  giver  of  credit,  for  the  ufe  of  his  money : 
but  this  intereft  is  only  due  from  the  time  the  bonwer  pays  thof'e 
from  whom  he  collects,  to  the  time  he  receives  payment  from  thofe 
to  w^hom  he  fells.  This  inteiwal  it  is  of  the  higheft  importance 
to  the  merchant  to  ihorten.  In  proportion  as  it  is  long,  and  in 
proportion  to  the  rate  of  intereft,  he  muft  raife  his  profits  i and  in 
proportion  as  payments  are  quick  and  regular,  and  intereft  low, 
he  may  dimfmlh  them.  Whether  merchants  do  regutate  their 

VOL.  IJ.  T profits, 
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profits,  in  all  commercial  nations,  according  to  the  exadt  propor- 
tion of  the  refpeduive  rates  of  intereft,  and  promptitude  of  pay- 
ments among  them  ; or  whether  thefe  are  determined  by  the  cir- 
cumftances  of  demand  and  competition  in  the  feveral  foreign  mar- 
kets where  the  trade  is  carried  on,  I leave  to  merchants  to  deter- 
mine, All  I fnall  remark  is,  that  a well  founded  credit,  and 
prompt  payments,  will  do  more  fervice  to  trade,  than  any  advan- 
tage trading  men  can  reap  from  the  different  rate  of  intereft  io 
different  countries. 

It  muft  not  be  concluded  from  this,  that  low  intereft  is  not  a' 
very  great  advantage  to  trade  j all  I contend  for,  is,  that  it  is  noi? 
the  barometer  of  it. 

Another  circumftance  which  puts  nations,  in  our  days,  much 
more  on  a level  than  they  were  in  former  times,  I have  already 
hinted  at.  It  is  that  general  average  which  the  great  loads  of  national 
debts,  and  the  extenfion  of  credit,  through  the  feveral  nations  of 
Europe,  who  pay  annually  large  fums  of  intereft  to  their  creditors, 
has  eftabliflied.  Let  me  fuppofe  the  Dutch,  for  example,  to  have- 
fixed,  by  placard,  the  rate  of  their'intereft' at  3 per  cent.  I fay,  that 
lb  foon  as  the  general  average  of  intereft  comes  to  ftand  above  that“ 
rate,  from  the  price  of  public  funds  in  England  and  France,  we 
may  fafely  conclude,  that  their  trade  cannot  be  carried  on  with 
any  very  confiderable  fum  of  money  borrowed  at  3 per  cent.  The' 
confequence  then  muft  be,  to  fend  the  money  which  regorges  in 
the  hands  of  the  frugal  Dutch,  into  other  countries,  where  it  can 
produce  a better  return,  exclufive  of  all  expences  of  remitting  and' 
drawing.  What  the  confequences  of  this  lending  to  foreigners - 
may  be  to  Holland,  fliail  be  afterwards  examined; 

To  conclude  ; I believe  it  will  be  found,  that  what  has  led  fomc 


to  believe  that  low  intereft  is  the  barometer  of  commerce,  has 
been  owing  to  this  ; that  in  fome  of  the  moil  commercial  coun- 
tries and  cities  intereft  has  been  found  to  be  lower  than  in  great 
kingdoms:  but  that,  I imagine,  is  entirely  owing  to  the  frugality 


of  their  manners,  which  cuts  off  the 
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of 
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th; 


Cha?.  IX, 


OF  POLITICAL  OECONOMY. 


xhe  fake  of  diilipation.  When  this  is  accomplifhed,  trade  alone 
being  what  abforbs  the  ftagnations  of  the  frugal,  the  price  of  in- 
tereft  will  fall  to  that  rate  which  is  the  bed  proportioned  to  the 
profits  upon  it : but  this  alfo  will  be  lefs  and  lefs  the  cafe  every 
day,  in  proportion  to  the  credit  and  circulation  of  public  funds  in 
different  nations. 


CHAP.  IX. 

Does  not  Inter ejl  fall  in  Proportion  as  Wealth  increafes  f 

I ANSWER  in  the  affirmative:  providing  it  befuppofed  that  dii- 
fipation  does  not  increafe  in  proportion  to  the  wealth.  Now 
in  a general  propofition,  fuch  as  this  which  hands  at  the  head  of 
Gur  chapter,  that  very  necefiary  provifo  is  not  attended  to,  and 
thus  people  are  led  to  error.  It  is  the  manners  of  a people,  not 
their  external  circumftances  as  to  riches,  which  render  them  fru- 
gal or  extravagant.  What,  therefore,  depends  upon  the  fpirit  of 
a people,  cannot  be  changed,  but  in  confequence  of  a change  of 
that  fpirit. 

If  the  rate  of  intereft  be  high,  from  a tafte  of  diffipation,  let 
foreign  trade  throw  in  what  loads  of  money  it  may,  intereft  will 
ffill  Hand  high,  until  manners  change.  Every  clafs  of  a people 
has  their  peculiar  fpirit.  The  frugal  merchant  will  accumulate 
wealth,  and  the  prodigal  lord  ■will  borrow  it.  In  this  fituation, 
internal  circulation  will  be  rapid,  and  lands  will  fhift  hands. 
If  this  revolution  ffiould  prove  a corrective  to  diilipation,  by  veft- 
ing  property  in  thofe  who  have  contrafted  a firm  habit  or  fiu- 
gality,  then  an  augmentation  of  wealth  may  fink  the  rate  of  in- 
terefl.  But  if,  on  the  contrary,  the  laws  and  manners  of  the 
country  do  diftinguiih  dalles  by  their  manner  of  living,  and  mode 

of  expence,  it  is  ten  to  one  that  the  indultrious  and  frugal  mer- 

rr  n chant 
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chant  will  put  on  the  prodigal  gentleman,  the  moment  he  gets 
into  a fine  country  feat,  and  hears  himfelf  called  Your  honour. 
In  certain  countries,  the  memory  of  pafl  induftry  carries  a dreg 
along  with  it,  which  nothing  but  expenfive  living  has  power  -to 
purge  away. 

Let  this  fuffice  at  prefent  upon  the  fubjed  of  intereft:  it  is  fo 
connedled  with  the  dodrine  of  credit,  that  it  will  recur  again  at 
almoft  every  ftep  as  we  go  along. 


End' OF  THE  First  Part, 
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CHAP.  I. 

Of  the  various  Kinds  of  Credit. 

X T E have  already  pointed  out  the  nature  of  credit,  which  is 
V V confidence  ; and  we  have  deduced  the  principles  which 
influence  the  rate  of  intereft,  the  eflential  requifite  for  its  fupport. 
We  come  now  to  treat  of  domeftic  circulation  ; where  we  are  to 
deduce  the  principles  of  banking.  This  is  the  great  engine,  calai- 

lated  for  carrying  it  on. 

That  I may,  with  order,  inveftigate  the  many  combinations  we 
fliall  here  meet  with,  I muft  point  out  wherein  banks  differ  from 
one  another  in  point  of  policy,  as  well  as  in  the  principle  upon  which 

their  credit  is  built. 

If  we  confider  them  relative  to  their  poncy,  I diviae  them  incO 
banks  of  circulation,  and  banks  of  depofit.  This  evexy  one  under 
Hands.  jf 


4 
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If  according  to  their  principle,  they  are  eftablifhed  eitner  on  fri- 
‘uate,  or  mercantile,  ov  public  credits 

This  laft  divilion  I muft  attend  to  in  the  diftribution  of  what  is  to 
follow ; and  therefore  it  is  proper  to  fet  out  by  explaining  what  I 
iinderlland  by  the  terms  I have  here  introduced. 

imo.  Private  credit.  This  is  eftablifhed  upon  a fecurity,  real  or 
perfonal,  of  value  fufficient  to  make  good  the  obligation  of  repay- 
ment both  of  capital  and  intereft.  This  is  the  moft  folid  of  all. 

ido.  Mercantile  credit.  This  is  eftablifhed  upon  the  confidence 
the  lender  has,  that  the  borrower,  from  his  integrity  and  know- 
ledge in  trade,  may  be.able  to  replace  the  capital  advanced,  and  the 
intereft  due  during  the  advance,  in  terms  of  the  agreement.  This 
is  the  moft  precarious  of  all. 

Public  credit.  This  is  eftablifhed  upon  the  confidence  re- 
pofed  in  a ftate,  or  body  politic,  who  borrow  money  upon  condition 


that  the  capital  fhall  not  be  demandable  ; but  that  a certain  propor- 
tional part  of  the  fum  ftiall  be  annually  paid,  either  in  lieu  of  inte- 
reft, or  in  extindion  of  part  of  the  capital ; for  the  fecurity  of 
-which,  a permanent  annual  fund  is  appropriated,  with  a liberty, 
however,  to  the  Rate  to  liberate  itfelf  at  pleafure,  upon  repaying 
the  whole  ; v/hen  nothing  to  the  contrary  is  ftipulated. 

The  folidity  of  this  fpecies  of  credit  depends  upon  circumftances. 


The  difference  between  the  three  kinds  of  credit  lies  more  in  the 
objeci  of  the  confidence,  and  the  nature  of  the  fecurity,  than  in  the 
condition  of  the  borrower.  Either  a private  man,  a merchant,  or 


a ftate,  may  pledge,  for  the  fecurity  of  a loan,  a real  or  a moveable 
fecurity,  with  an  obligation  to  refund  the  capital.  In  this  cafe,  the 
obligation  ftands  upon  the  folid  bafis  of  private  credit. 

Either  a private  man,  a merchant,  or  a ftate,  may  ftrike  out  pro- 
jects which  carry  a favourable  appearance  of  fuccefs,  and  thereupon 
borrow  confiderable  fums  of  money,  repayable  with  intereft.  In 
this  cafe,  the  obligation  ftands  upon  a mercantile  credit. 

Either  a private  man,  a m.erchant,  or  a ftate,  m.ay  pledge  (for  the 
fecurity  of  money  borrowed)  a perpetual  annual  income,  the  fund 
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of  which  is  not  their  property,  without  any  obligation  to  refund  the 
capital:  fuch  obligations  hand  upon  the  principles  of  public  credit. 

I allow  there  is  a great  refemblance  between  the  three  fpecies  of 
credit  here  enumerated : there  are  however  fome  chara(5teriftic  dif- 
ferences between  them; 


imo.  In  the  difficulty  of  eflabliffiing  and  fupporting  them; 

Private  credit  is  infeparable,  in  fome  degree,  from  human  fociety. 
We  find  it  fubfifting  in  all  ages:  the  fecurity  is  palpable-,  and  the 
principles  on  which  it  is  built  are  fimple  and  eafy  to  be  compre- 
hended. Public  credit  is  but  a late  invention : it  is  the  infant  of  com- 
merce, and  of  extenfive  circulation.  It  has  fupplied  the  place  of  the 
treafures  of  old,  which  were  conftant  and  ready  refources  to  fiatef- 
men  in  cafes  of  public  diftrefs : the  fecurity  is  not  palpable,  nor  readily 
underftood,  by  the  multitude ; as  if  refis  upon  the  liability  of  cer- 
tain fundamental  maxims  of  government.  Mercantile  credit  is 
ftill  more  difficult  to  ellablifh  j becaufe  the  fecurity  is  the  moll  pre- 
carious of  any : it  depends  upon  opinion  and  fpeculation,  more 
than  upon  a fund  provided  for  repayment  of  either  capital  or  intereil. 

ido.  They  differ  in  the  nature  of  the  fecurity  and  objefl  of  confi- 
dence.- 

Private  credit  has  a determinate  object  of  confidence,  viz.  the 
real  exifience  of  value  in  the  hands  of  the  debtor,  fufficient  to  fatisfy 
both  capital  and  intereft.  Public  credit  has  the  vifible  fecurity  of  a 
fund  appropriated  for  the  perpetual  payment  of  the  intereft.  Mer- 
cantile credit . depends  wholly  upon  the  integrity,  capacity,  and' 
good  fortune  of  the  debtor. 

3h<?,  The  third  difference  is  with  regard  to  the  cafe  of  transfer. 

Public  debts  ftand  generally  on  the  fame  bottom.  No  part  of  the 
fame  fund  is  better  than  another : the  price  of  them  is  publicly 
knov/n,.  and  the  fecurities  are  laid  in  the  moft  convenient  way  for 
transfer,  that. is,  circulation,  without  confent  of  the  debtor..  This 
is  far  from  being  the  cafe  in  private  fecurities.  Nor  is  it  the  cafe 
in  the  mercantile,,  except  in  bills  payable  to  order,  in  which  cafe 

alone. . 
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alonCj  the  creditor  can  elFecTuaUy  transfer  without  the  confent  of 
the  debtor, 

s,tG,  The  fourth  diTerence  1%  difco¥ercd  in  the  Rabilitf  of  the  con. 
fidence. 

Nothing  can  ihake  private  credit,  but  an  appearance  of  iiifoR 
vencY  in  the  very  debtor.  But  the  bankruptcy  of  one  confiderabk 
merchant,  will  give  a very  great  ihock  to  mercantile  credit  over  all 
Europe : and  nothing  will  hurt  public  credit,  fo  long  as  the  ftipu- 
lated  intereft  continues  regularly  to  be  paid,  and  fo  long  as  the 
funds  appropriated  for  that  payment  remain  entire* 

From  what  has  been  laid,  I hope  the  three  fpecies  of  credit  Iiave 
been  fufiiciently  explained ; and  from  what  is  to,  follow,  weihah 
feel  the  utility  of  this  ddhubution* 


C H A F.  II, 

0/  private  Credit > 

PRIVATE  credit  is  either  real,  perfonal,  or  mixed. 

Real  fecurity  or  credit,  every  body  underdands.  It  is  the 
objed  of  law,  not  of  politics,  to  give  an  enumeration  of  its  dif- 
ferent branches.  By  this  term,  we  underhand  no  more  than  the 
pledging  an  immoveable  fubject  for  the  payment  of  a debt.  As 
by  a perfonal  fecurity  we  underhand  the  engagement  of  the  debtorls 
whole  effects  for  the  relief  of  his  creditors.  The  mixed,  I have 
found  it  neceffary  to  mperadd,  in  order  to  explain  with  more  fa- 
cility, the  fecurity  of  one  fpecies  of  banks.  The  notes  iffued  by 
banks  upon  private  credit,  ftand  upon  a mixed  fecurity  1 that  is 
both  real  and  perfonal  Perfonal,  fo  far  as  they  affed  the  banker, 
and  the  banking  hock  pledged  for  the  fecurity  of  the  paper?  and 
jn  the  feconu  place,  upon  ».lie  fecurxtivs,  rea.1  and  perfonal,  granted 
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to  the  banker  for  the  notes  he  lends,  -which  afterwards  enter  into 
circulation. 

The  ruling  principles  in  private  credit,  and  the  bafis  on  which  it 
refts,  is  the  facility  of  converting,  into  money,  the  effevTs  of  the 
debtor ; becaufe  the  capital  and  intereft  are  conflantly  fuppofed  to 
be  demandable.  The  proper  way,  therefore,  to  fupport  this  fort  of 
credit  to  the  utmoft,  is  to  contrive  a ready  method  of  appretiating 
every  fubjeft  affeclable  by  debts  ; and  fecondly,  of  melting  it  down 
into  fymbolical  or  paper  money. 

In  former  times,  when  circulation  was  confined,  the  fcheme  of 
melting  down  the  property  of  debtors,  for  the  payment  of  creditors, 
was  impradicable  ; and  accordingly  we  fee  that  capitals  fecured  on 
land  property  were  not  demandable.  This  formed  another  fpecies 
of  credit,  different  from  any  we  have  mentioned ; which  only  dif- 
fered from  public  credit  in  this,  that  the  folid  property  producing 
the  income,  was  really  in  the  hands  of  the  debtor.  This  fubdivifion 
we  have  omitted,  as  its  bafis  refts  folely  upon  the  regular  payment 
of  the  intereft.  Of  this  nature  are  the  contracts  of  conftitution  in 
France,  and  the  old  infeftments  of  annual  rent  in  Scotland.  There 
are  few  nations,  I believe,  in  Europe,  where  a veftige,  at  leaft,  of 
this  kind  of  fecurity  does  not  remain. 

In  order,  then,  to  carry  private  credit  to  its  greateft  extent,  all 
entails  upon  lands  fhould  be  difiblved ; all  obligations  fhoiild  be 
regularly  recorded  in  public  regifters  ; the  value  of  all  lands  fhould 
be  afcertained,  the  moment  any  fecurity  is  granted  upon  them  ; 
and  the  ftatefman  fliould  interpofe  between  parties,  to  accelerate 
the  liquidation  of  all  debts,  in  the  fhorteft  time,  and  at  the  leaft 
expence  poftible. 

Although  this  method  of  proceeding  be  the  moft  effectual  to 
fecure,  and  to  extend  private  credit,  yet  it  is  not,  at  all  times,  exr 
pedient  to  have  recourfe  to  it;  as  we  have  abundantly  explained  in 
the  27th  chapter  of  the  fecond  book ; and  therefore  I mall  not  here 
interrupt  my  fubject  with  a needlefs  repetition. 
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CHAP.  III. 

Of  Banks. 

■J  N deducing  the  principles  of  banks,  I fliall  do  the  beft  I can  to  go 

A through  the  fubje<5l  fyftematically. 

I have  divided  credit  into  three  branches,  private,  mercantile, 
and  public.  This  diftribution  will  be  of  ufe  on  many  occafions, 
and  fliall  be  followed  as  far  as  it  will  go,  confiftently  with  perfpi- 
ciiity : but  as  I have  often  obferved  of  fubjecls  of  a complex  nature, 
they  cannot  be  brought  under  the  influence  of  a few  general  prin- 
ciples, without  running  into  tne  modern  vice  of  forming  fyftems, 
by  wire-drawing  many  relations  in  order  to  make  them  anfwer. 

The  great  operations  of  domeftic  circulation  are  better  dif- 
covered  by  an  examination  of  the  principles  upon  which  we  find, 
banking  eftabliflied,  than  by  any  other  method  I can  contrive.  It 
has  been  by  inquiry  into  the  nature  of  thofe  banks  which  are 
the  moft  remarkable  in  Europe,  that  I have  gathered  the  little 
knowledge  I have  of  the  theory  of  circulation.  This  induces  me 
to  think  that  the  befl:  way  of  communicating  my  thoughts  on  that 
fubjed,  is  to  lay  down  the  refult  of  my  inquiries  relative  to  the 
very  object  of  them. 

After  comparing  the  operations  of  different  banks  in  promoting 
circulation,  I find  I can  divide  them,  as  to  their  policy,  into  two 
neneral  clalies,  viz.  thofe  which  ifliie  notes  payable  in  coin  to  bearer ; 
and  thofe  which  only  transfer  the  credit  written  down  in  their  books 
from  one  perfon  to  another. 

Thofe  which  ifliie  notes,  I call  banks  of  circulation ; thofe  which 
transfer  their  credit,  I call  banks  of  depofit. 

Both  indeed  may  be  called  banks  of  circulation,  becaufe  by  their 
means  circulation  is  facilitated  ; but  as  different  terms  ferve  to  dif- 
tinguifli  ideas  diflerentin  themfelves,  thofe  I here  employ,  will  an- 
fwer the  purpofe  as  W'cll  as  any  others,  when  once  they  are  defined  ; 
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and  circulation  undoubtedly  reaps  far  greater  ad%"antages  from 
banks  which  ifliie  notes  transferable  every  where,  than  from  banka 
which  only  transfer  their  credit  on  the  very  fpot  where  the  books 
are  kept. 

I Ihall,  according  to  this  diftribution,  firft  explain  the  principles 
upon  which  the  banks  of  circulation  are  conftituted  and  conducted, 
before  I treat  of  the  other. 

This  will  lead  me  to  avail  myfelf  of  the  divilion  I have  made  of 
credit,  into  private,  mercantile,  and  public : becaufe,  according  to 
the  purpofes  for  which  a bank  is  eilablifhed,  the  ground  of  confi- 
dence, that  is,  the  credit  of  the  bank,  is  fettled  upon  one  or  other 
of  them. 

In  countries  where  trade  and  induftry  are  in  their  infancy,  credit 
mufi;  be  little  known  j and  they  who  have  folid  property,  find  the 
greateft  difiiculty  in  turning  it  into  money,  without  which  indufiry 
cannot  be  carried  on,  as  we  have  abundantly  explained  in  the  26th 
chapter  of  the  fecond  book ; and  confequently  the  whole  plan  of 
improvement  is  difappointed. 

Under  fuch  circumfiances,  it  is  proper  to  efiablifh  a bank  upon 
the  principles  of  private  credit.  This  bank  mull  ififie  notes  upon 
land  and  other  fecurities,  and  the  profits  of  it  mull  arife  from  the 
permanent  interell  drawn  for  the  money  lent. 

Of  this  nature  are  the  banks  of  Scotland.  To  them  the  improve- 
ment of  that  country  is  entirely  owing ; and  until  they  are  gene- 
rally eftablilhed  in  other  countries  of  Europe,  where  trade  and  in- 
duftry are  little  known,  it  will  be  very  difficult  to  fet  thofe  great 
engines  to  work. 

Although  I have  reprefented  this  ipecies  of  banks,  which  I lhali 
call  banks  of  circulation  upon  mortgage,  as  peculiarly  well  adapted  to 
countries  where  induftry  and  trade  are  in  tneir  infancy,  their  ufe- 
fulnefs  to  all  nations,  wdio  have  upon  an  average  a favourable  ba- 
lance upon  their  trade,  will  fufficiently  appear  upon  an  examina- 
tion of  the  principles  upon  which  they  are  eftablilhed i 
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It  is  for  this  reafon,  that  I have  applied  myfelf  to  reduce  to  prin- 
ciples all  the  operations  of  the  Scotcn  banks,  while  they  were  in 
the  greateft  diftrefs  imaginable,  from  the  heavy  balance  the  country 
owed  during  the  laft  years  or  the  late  war,  and  foi  fome  time 
after  the  peace  in  1763.  By  this  I flatter  myfelf  to  do  a-  particular 
fervdce  to  Scotland,  as  well  as  to  fuggefl  hints  which  may  prove 
ufeful,  not  only  to  England,  but  to  all  commercial  countries,  who| 
by  imitating  this  eftablifhment,  will  reap  advantages  of  which  they 
are  at  prefent  deprived^ 

For  thefe  reafons,  I hope  the  detail  I fliall'enter  into  with  regard 
to  Scotland,  will  not  appear  tedious,  both  from  the  variety  of  cu- 
rious combinations  it  will  contain,  as  alfo  from  the  lights  it  will 
call  upon  the  whole  dodfrine  of  circulation,  which  Ts  the  prefent 
object:  of  our  attention. 

In  countries  where  trade  is  eflabiiflied,  induftry  fiourilhing,  cv&- 
dit  extenfive,  circulation  copious  and  rapid,  as  in  England,  banks 
upon  mortgage,  however  ufeful  they  may  prove  for  other  purpofes^ 
would  not  anfwer  the  demands  of  the  trade  of  London,  and  the 
fervice  of  government,  fo  well  as  the  bank  of  England. 

The  ruling  principle  of  that  bank,  and  the  ground  of  their  cort- 
Edence,  is  mercantile  credit.  The  bank  of  England  does  not  lend 
upon  mortgage,  nor  perfonal  fecurity  r their  profits  arife  from  difl 
counting  bills  ; loans  to  government,  upon  the  faith  of  taxes,  to  be 
paid  within  the  year  j and  upon  the  credit  cafti  of  thofe  who  deal 
with  them. 

A bank  fiich  as  that  of  England,  cannot  therefore  be  efiabliflied, 
except  in  a great  wealthy  mercantile  city,  where  the  accumulation 
of  the  fmalleft  profits  amount,  at  the  end  of  the  year,  to  very  con- 
fiderable  fums. 

In  France,  under  the  regency  of  the  Duke  of  Orleans^  there  was 
‘a  bank  erected  upon  the  principles  of  public  credit.  The  ground 
of  confidence  there,  and  the  only  fecurity  for  all  the  paper  they 
iffued,  werc'the  funds  appropriated  for  the  payment  of  the  intereft 
of  the  public  debts. 
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It  is  for  the  fake  of  order  and  method,  that  I propofe  to  explain 
the  principles-  of  banking,  according  to  this  diftribution.  I mnd; 
however  confefs,  that  although  I reprefent  each  of  them  as  having 
a caiife  of.  confidence,  peculiar  to  itfelf,  to  wit,  either  private,  .mer- 
cantile, or  public  credit ; yet  we  fhall  find  a mixture  of  all  the  three 
fpecies  of  credit  entring  into  the  combination  of  everyone  of  them 

Banking,  in  the  age  we  live,  is  that  branch  of  credit  which  hell 
deferves  the  attention  of  a fiatefman.  Upon  the  right  eftablifhment 
of  banks,  depends  the  property  of  trade, , and  the  equable  courfeof 
circulation.  By  them  * folid  property  may  be  melted  down.  By  the 
means  of  banks,  money  may  be  conftantly  kept  at  a due  proportion 
to  alienation.  If  alienation  increafes,  more  property  may  be  melted  i 
down.  If  it  dimini.flies,  the  quantity  of  money  flagnating,  will  be 
abforbed  by  the  bank,  and  part  of  the  property  formerly  melted 
down  in  the  fecurities  granted  to  them,  will  be,  as  it  were,  confo- 
lidated  anew.  Thefe  mull  pay  for  tire  country  the  balance  of  their 
trade  with  foreign  nations.  Thefe  keep  the  mints  at  tvork  ; and  it 
is  by  their  means,  principally,  that  private,  mercantile,  and  public 
credit,  is  fupported.  I can  point  out  the  utility  of  banks  in  no  way 
fo  ftriking,  as  to  recall  to  mind  the  furprizing  elfecBrs  of  Mr.  Lavz-s 
bank,  eftabiifhed  in  France,  at  a time  when  there  was  neithenmo- 
*5jey  or  credit  in  the  kingdom.  The  fuperior  genius  of  that  man 
- produced,  in  two  years  time,  the  mofi;  furprizing  effects  imaginable  j . 
he  revived  induftry ; he  eftabiifhed  confidence ; and  fliewed  m 
the  world,  that  while  the  landed  property  of  a nation  is  in  the 

* Solid  property,  here,  is  not  taken  in.  the,  ftrifteif  ' acceptation.  In  countries  of 
commerce,  where  banks  are  generally  eftabliflied,  every  denomination  of  good  per- 
fonal  fecurity,  may  be  confidered  as  folid  property.  Thofe  who  have  perfonal  eftates 
may  obtain  credit  from  banks  as  well  as  landed  men ; becaufe  thefe  perfonal  eftates 
are  fecured  either  on  lands,  of  in  the  funds,  or  in  elfedls  which  contain  as,  real  a value 
as  lands,  and  thefe  being  affected  by  the  fecurities  which  the  proprietors  grant  to  the 
bank,  may  vith  as  much  propriety  be  faid  to  be  melted  down,  as  if  they  confided  in 
lands.  In  fubjecls  of  this  nature,  it  is  neceffary  to  extend  our  combinations,  in  pm-.- 
portion  to  the  circumflarrces  under  which  -we  reafon. 
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hands  of  the  inhabitants ; and  while  the  lower  clalTes  are  willing 


to  be  indtiftrious,  liioney  never  ctin  be  wanting.  I mnft  now  pro- 
ceed in  order,  towards  the  inveftigation  of  the  principles  which 
infliience  this  intricate  and  coin  plicated  branch  of  my  Ixibjeff. 


C HAP.  IV. 

Of  Banks  of  Circulation  upon  Mortgage  or  private  Credit. 


Banks  of  circulation  upon  mortgage  or  private  credit,  are 
thofe  which  iffue  notes  upon  private  fecurity,  payable  to  bearer 
on  demand,  in  the  current  coin  of  the  nation.  They  are  conftituted 
in  the  following  manner. 

A number  of  men  of  property  join  together  in  a contract  of  bank- 
ing, either  ratified  or  not  by  public  authority,  according  to  circuni- 
Itances.  For  this  purpofe,  they  form  a flock  which  may  confift 
indifferently  of  any  fpecies  of  property.  This  fund  is  engaged  to 
all  the  creditors  of  the  company,  as  a fecurity  for  the  notes  they 
propofe  to  ifliie.  So  foon  as  confidence  is  eftabliflied  with  the  pub- 
lic, they  grant  credits,  or  cafh  accompts,  upon  good  fecurity ; con- 
cerning which  they  make  the  proper  regulations.  In  proportion 
to  the  notes  ifliied  in  confequence  of  thofe  credits,  they  provide  a 
fum  of  coin,  fuch  as  they  judge  to  be  fufiicient  to  anfwer  fuch  notes 
as  fliall  return  upon  them  for  payment.  Nothing  but  experience 
can  enable  them  to  determine  the  proportion  between  the  coin  to 
be  kept  in  their  coffers,  and  the  paper  in  circulation.  This  pro- 
portion even  varies  according  to  circumftances,  as  we  fliall  after- 
wards obferve. 

The  profits  of  the  bank  proceed  from  the  intereft  paid  upon  all 
the  fecurities  which  have  been  granted  to  it,  in  confequence  of  cre- 
dits given,  and  which  remain  with  it  unretired. 
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Out  of  which  muft  be  deduced,  firil,  the  charge  of  management ; 
fecondly,  the  lofs  of  intereft  for  ail  the  coin  they  preferve  in  their 
coffers,  as  well  as  the  expence  they  are  put  to  in  providing  it  and 
thirdly,  the  expence  of  tranfacting  and  paying  all  balances  due  to 
other  nations. 

In  proportion,  therefore,  as  the  intereft  upon  the  bank  fecurities 
exceeds  the  lofs  of  intereft  on  the  coin  in  the  bank,  the  expence  of 
management,  and  of  providing  funds  abroad  to  pay  balances,  iu 
the  fame  proportion  is  their  profit ; which  they  may  either  divide, 
accumulate,  or  employ,  as  they  think  fit. 

Let  it  be  obferved,  that  I do  not  confider  the  original  bank  ftock, 
or  the  intereft  ariling  from  that,  as  any  part  of  the  profits  of  the: 
bank.  So  far  as  regards  the  bank,  it  is  their  original  property ; and 
fo  far  as  regards  the  public,  it  ferves  for  a collateral  fecurity  to  it, 
for  the  notes  iffued.  It  becomes  a pledge,  as  it  were,  for  the  faith- 
ful dilcharge  of  the  truft  repofed  in  the  bank  : without  fuch  a* 
pledge,  the  public  could  have  no  fecurity  to  indemnify  it,  in  cafe 
the  bank  fhould  iffue  notes  for  no  permanent  value  received.  This 
would  be  the  cafe,  if  they  thought  fit  to  iffue  their  paper  either  in 


payment  of  their  own  private  debts,  for  articles  of  prefent  con- 
fumption  ; or  in  precarious  trade. 

When  paper  is  iffued  for  no  value  received,  the  fecurity  of  fuch 
paper  fta.nds  alone  upon  the  original  capital  of  the  bank,  whereas 
when  it  is  iffued  for  value  received,  that  value  is  the  fecurity  on 


v/hich  it  immediately  ftands,  and  the  bank  ftock  is,  property  ipeau- 
ing,  only  fubfidiary. 

I have  dv/elt  the  longer  upon  this  circumftance,  becaufe  many, 
who  are  unacquainted  with  the  nature  of  banks,  have  a difheuity 
to  comprehend  how  they  fhould  ever  be  at  a - xO  fs  for  money,  as 
they  have  a mint  of  their  own,  winch  requires  nothing  but  paper 
and  ink  to  create  millions.  But  if  they  confider  tiie  principles  ot 
banking,  they  will  find  that  every  note  iffued  for  value  confunied, 
in  place  of  value  received  and  prefervcd,  is  neither  more  or  lefs, 

dian  a partial  fpending  either  of  their  capital,  or  profits  on  the 

^ bank. 
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Lank.  Is  not  this  the  effecT  of  the  expence  of  their  manage- 
rnentr  Is  not  tliis  expence  paid  in  their  notes?  Bnt-did  ever  any 
body  imagine  that  this  expence  did  not  diminifh  the  profits  of 
banking  ? Gonfequently,  fuch  expence  may  exhanfi;  thefe  profits,  if 
carried  far  enough  ; and  if  carried  flill  farther,  will  diminifh  the 
capital  of  the  banking  flock. 

As  a farther  iiliiftratioii  of  this  principle,  let  me  fuppofe,  an  ho- 
nefl  man,  intelligent,  and  capable  to  undertake  a bank.  I fay  that 
fuch  a perfon,  without  one  fhiiliiig  of  flock,  may  carry  on  a bank 
of  domeftic  circulation,  to  as  good  purpofe  as  if  he  had.  a mil  lion ; 
and  his  paper  v/ill  be  every  bit  as  good  as  that  of  the  bank  of  Eng- 
land. Every  note  he  ifilies,  is  fecured  on  good  private  fecurity  j 
that  fecurity  carries  intereft  to  him,  and  flands  good  for  the  notes 
he  has  ifliied.  Suppofe  then  that  after  having  iflued  for  a million 
flerling,  ail  the  notes  fliould  return  upon  him  in  one  day.  Is  it  not 


plain,  that  they  v/ill  find,  with  the  honeft  banker,  the  original 


fecurities,  taken  by  him  at  the  time  he  ifllied  them ; and  is  it  not 
true,  that  he  will  have,  belonging  to  himfelf,  the  intereft  received 
upon  thefe  fecurities,  while  his  notes  were  in  circulation,  except 
fo  far  as  this  intereft  has  been  fpent  in  carrying  on  the  bufmefs  of 
his  bank  ? Large  bank  flocks,  therefore,  ferve  only  to  eftablifli  their 
credits  to  fecure  the  confidence  of  the  public,  who  cannot  fee  into 
their  adminiftration ; but  who  willingly  believe,  that  men  who 


have  confiderable  property  pledged  in  fecurity  of  that  good  faith, 
will  not  probably  deceive  them. 

This  flock  is  the  more  necelTary,  from  the  obligation  of  paying 
•in  the  metals.  Coin  may  be  wanting,  upon  fome  occafions,  to  men 


of  the  gTeateft  landed  property.  Is  that  any  reafon  to  fufpea  their 
credit  ? Juft  fo  of  banks.  The  bank  of  England  may  be  poftefied  of 
twenty  millions  flerling  of  good  effeas,  to  wit,  their  capital  ; and 
the  fecurities  for  all  the  notes  they  have  iftiied ; and  yet  that  bank 
might  be  obliged  to  flop  payment,  upon  a fudden  demand  of  a few 


millions  of  coin. 
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Runs  upon  a bank  v/ell  eftabliflied,  betray  great  want  of  confi- 
dence in  the  public ; and  this  want  of  confidence  proceeds  from  the 
ignorance  the  greatefi:  part  of  men  are  in,  with  regard  to  the  date 
of  their  affairs,  and  of  the  principles  upon  which  their  trade  is 
carried  on. 

From  what  has  been  faid,  we  may  conclude,  that  the  folidity  of 
a bank  which  lends  upon  private  fecurity,  does  not  fo  rhuch  depend 
upon  the  extent  of  their  original  capital,  as  upon  the  regulations 
they  obferve  in  granting  credit.  In  this  the  public  is  nearly  inte- 
refted  ; becaufe  the  bank  fecurities  are  really  taken  for  the  public, 
who  are  creditors  upon  it  in  virtue  of  the  notes  which  circulate 
through  their  hands. 


C H A P.  V. 

Such  Banks  ought  to  ijjue  their  Notes  on  private^  not  mercantile 

Credit. 


1"  ET  me,  therefore,  reafon  upon  the  example  of  two  bankers; 
J — i one  ifiiies  his  notes  upon  the  bed;  real  or  perfonal  fecurity ; 
another  gives  credit  to  merchants  and  manufadlurers,  upon  the  prim 
ciples  of  mercantile  credit,  which  we  have  explained  above ; the  notes 
of  the  one  and  the  other  enter  into  circulation,  and  the  queftion  comes 
to  be,  which  are  the  befti’  If  we  judge  by  the  regularity  of  the 
payment  of  notes  on  prefentation,  perhaps  the  one  are  as  readily 
paid  as  the  other.  If  we  judge  by  the  flock  of  the  two  bankers, 
perhaps  the3/  may  be  equal,  both  in  value  and  folidity ; but  it  is  not 
upon  either  of  thefe  circiimflances  that  the  queftion  depends.  The 
notes  in  circulation  may  far  exceed' the  amount  of  the  larged  bank 
flock ; and  therefore,  it  is  not  on  the  original  dock ; but  on  the 
fecurities  taken  at  iffuing  the  notes,  that  the.  folidity  of  the  two 
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currencies  is  to  be  eftimated.  Tiiofe  fecured  on  private  credit,  are 
as  folid  as  lands  and  perfonal  eftates  j they  Hand  upon  the  prin- 
ciples of  private  credit.  Thofe  fecured  on  tne  obligations  of  mer- 
chants and  manufadturers,  depending  upon  the  fuccefs  of  their 
trade,  are  good  or  bad  in  proportion.  Every  bankruptcy  of  one 
of  their  debtors,  involves  the  bank,  and  carries,  off  either  a part  of 
their  profits,  or  of  their  Rock.  Which  way,  therefore,  can  the  pub- 
lic judge  of  the  affairs  of  bankers,  except  by  attending  to  the  nature 
of  the  fecurities  upon  which  they  give  credit 
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ERE  it  may  be  urged,  that  the  great  ufe  of  banks  is  to  mul- 


A A tiply  circulation,  and  to  furnilh  the  induffrious  with  the 
means  of  carrying  on  their  traffic : that  if  banks  infill  upon  the 
moll  folid  fureties  before  they  give  credit,  the  great  utility  of  them 
muff  ceafe ; becaufe  merchants  and  manufacturers  are  never  in  a 
iituation  to  obtain  credit  upon  fuch  terms- 

This  argument  only  proves,  that  banks  are  not,  alone,  fufficient 
for  carrying  on  every  branch  of  circulation.  A truth  which  no 
body  will  contravert.  But  as  they  are  of  ufe  in  carrying  on  the 
great  branches  of  circulation,  it  is  proper  to  prevent  them  from, 
engaging  in  fchemes  which  may  deftroy  their  credit  altogether. 

« It  muft  be  obferved,  that  in  this  example,  the  banker  who  iiTues  his  notes  upon 
loercantile  fecurity,  is  ftippofed  to  grant  a permanent  loan  to  the  merchant  or  manu- 
fadurer,  as  he  would  do  to  thofe  who  pledge  a peribnal  fecurity.  This  is  totally 
repugnant  to  the  principle  of  banks  fecured  on  mercantile  credit.  Such  banks  never 
grant  loans  for  indefinite  duration,  upon  any  fecurity  whatfoever.  They  will  not  evea 
difcount  a bill  of  exchange,  tvhen  k has  above  two  months  to  run. 
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I have  ohferved  above,  that  this  method  of  ilTuing  notes-  upon 
private  fecurity,  was  peculiarly  well  adapted  to  countries  like  Scot- 
land,  where  trade  and  induflry  are  in  their  infancy. 

Merchants  and  manufacturers  there,  have  conllant  occafion  for 
money  or  credit ; and  at  the  fame  time,  they  cannot  be  fuppofed 
to  have  either  real  or  perfonal  ellates  to  pledge,  in  order  to  obtain 
a loan  directly  from  the  banks,  who  ought  to  lend  upon  no  other 
fecurity. 

To  remove  that  difficulty,  we  find  a fet  of  merchants,  men  of 
fubftance,  who  obtain  from  the  banks  very  extenfive  credits  upon 
the  joint  real  and  perfonal  fecurity  of  themfelves  and  friends.  With 
this  affiftance  from  the  bank,  and  with  money  borrowed  from  pri- 
vate people,  repayable  on  demand,  fomething  below  the  common 
rate  of  intereft,  they  fupport  the  trade  of  Scotland,  by  giving  cre-= 
dit  to  the  merchants  and  manufacturers. 

To  this  fet  of  men,  therefore,  are  banks  of  circulation  upon 
mortgage  to  leave  that  particular  branch  of  bufinefs.  It  is  their 
duty,  it  is  the  intereft  of  the  country,  and  no  lefs  that  of  banks, 
that  they  be  fupported  in  fo  ufeful  a trade ; a trade  which  animates 
all  the  commerce  and  manufactures  of  Scotland,  and  which  con- 
fequently  promotes  the  circulation  of  thofe  very  notes  upon  which 
the  profits  of  the  banks  do  arife. 

Thefe  merchants  are  fettled  in  all  the  moft  confiderable  towns: 
they  are  well  acquainted  with  the  ftock,  capacity,  induftry,  and 
integrity  of  all  the  dealers  in  their  diftrid : they  are  many ; and  by 
this  are  able  to  go  through  all  the  detail  which  their  bufinefs 
requires  ; and  their  profits,  as  we  fliall  fee  prefently,  are  greater 
than  thofe  of  banks,  who  lend  at  a ftated  intereft. 

The  common  denomination  by  which  they  are  called  in  Scotland, 
is  that  of  bankers ; but  to  avoid  their  being  confounded  with 
bankers  in  England  (whofe  bufinefs  is  very  different)  we  fiiall, 
while  we  are  treating  of  the  doctrine  of  banks,  call  them  by  the 
name  of  exchangers,  fince  their  trade  is  principally  carried  on  by 
bills  of  exchange. 

As 
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As  often  as  tliefe  exchangers  give  credit  to  dealers  in  any  way, 
they  conftantly  Rate  a commiffion  of  per  cent,  or  more,  accord- 
ing to  circumftances,  over  and  above  the  intereft  of  their  ad- 
vance-profits, which  greatly  furpafs  thOiC  of  any  bank.  One  thou- 
fand  pounds  credit  given  by  a bank,  may  not  produce  ten  pounds 
in  a year  for  intereft:  if  given  by  a banker,  to  a merchant,  who 
draws  it  out,  and  replaces  it  forty  times  in  a year,  there  will  arife 
upon  it  a commiffion  of  20  per  cent,  or  200  /. 

This  fet  of  men  are  expofed  to  riffis  and  Ioffes,  which  they  bear 
v/ithout  complaint,  becaufe  of  their  great  profits  ; but  it  implies 
a detail,  "which  no  bank  can  defcend  to. 

Thefe  exchangers  give  way,  from  time  to  time ; and  no  effen- 
tial  hurt  is  thereby  occafioned  to  national  credit.  The  lofs  falls 
upon  thofe  who  lend  to  them,  or  truft  them  with  their  money, 
upon  precarious  fecurity  ; and  upon  merchants,  who  lay  their  ac- 
count with  fuch  rifks.  In  a word,  they  are  a kind  of  infurers, 
and  draw  premiums  in  proportion  to  their  rifks. 

To  this  fet  of  men,  therefore,  it  fhould  be  left  to  give  credit  to 
merchants,  as  the  credit  they  give  is  purely  mercantile ; and  to 
banks  alone,  who  give  credit  on  good  private  fecurity,  it  fhould  be 
left  to  conduct  the  great  national  circulation,  which  ought  to 
Hand  upon  the  folid  principles  of  private  credit. 

From  this  example  we  may  difcover  the  juftnefs  of  the  diftindtion 
I have  made  between  private  and  mercantile  credit : had  I not  found 
it  neceffary,  I would  not  have  introduced  it. 
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CHAP.  VIL 

Concerning  the  Obligation  to  pay  in  Coin^  and  the  Cmfequences 

thereof. 

IN  all  banks  of  circulation  upon  mortgage,  the  obligation  in  the 
note  is  to  pay  in  coin,  upon  demand  : and  in  the  famous  book 
of  Mr.  Law,  there  was  a very  neceliary  claufe  added  ; to  wit,  that 
the  coin  was  to  be  of  the  fame  weight,  finenefs,  and  denomination, 
as  at  the  date  of  the  note.  This  was  done,  in  order  to  prevent  the 
inconveniencies  which  might  refult  to  either  party,  by  an  arbi- 
trary raifing  or  finking  the  denominations  of  the  coin  j a praftice 
then  very  familiar  in  France. 

This  obligation  to  pay  in  coin,  owes  its  origin  to  the  low  Hate 
of  credit  in  Europe  at  the  time  when  banks  firfi:  began  to  be  in- 
troduced ; and  it  is  not  likely  that  any  other  expedient  will  foon 
be  fallen  upon  to  remove  the  inconveniences  which  refult  from 
it  in  domeftic  circulation,  as  long  as  the  generality  of  people  con- 
fiaer  all  money,  except  coin,  to  be  falfe  and  fictitious. 

I have  already  thrown  out  abundance  of  hints,  from  which  it 
may  be  gathered,  that  coin  is  not  abfolutely  iiecefiTary  for  carrying 
on  domeftic  circulation,  and  more  will  be  faid  on  that  fubjedt,  as 
we  go  along.  But  I am  here  to  examine  the  nature  and  confe- 
quences  of  this  obligation  contradted  by  banks,  to  difcharge  their 
notes  in  the  current  coin  of  the  country. 

In  the  firft  place,  it  is  plain,  that  no  coin  is  ever  (except  in  very 
particular  cafes)  carried  to  a bank,  in  order  to  procure  notes.  The 
greateft  part  of  notes  ifliie  from  the  banks,  of  which  we  are  treat- 
ing, either  in  confequence  of  a loan,  or  of  a credit  given  by  the 
bank,  to  fuch  as  can  give  fecurity  for  them.  The  loan  is  made  in 
their  own  notes  ; which  are  quickly  thrown  back  into  circulation 
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by  the  borrower ; who  borrowed,  becaufe  he  had  occafion  to  pay 
them  away.  In  like  manner,  when  a credit  is,  given,  the  Dank 
pays  (in  her  notes)  the  orders  Ihe  receives  from  the  perfbn  who 
has  the  credit : in  this  manner  are  notes  commonly  ilTiied  from  a 
bank. 

Coin,  again,  comes  to  a bank,  in  the  common  courfe  of  circula- 
tion, by  payments  made  to  it,  either  for  the  interefl:  upon  their 
loans,  or  when  merchants  and  landed  men  throw  the  payments 
made  to  them  into  the  bank,  towards  filling  up  their  credits  j and 
by  way  of  a fafe  depofit  for  their  money.  Thefe  payments  are 
made  to  the  bank  in  the  ordinary  circulation  of  the  country.  When 
there  is  a confiderable  proportion  of  coin  in  circulation,  then  the 
bank  receives  much  coin ; and  when  there  is  little,  they  receive 
little.  Whatever  they  receive  is  laid  by  to  anfwer  notes  which  are 
offered  for  payment ; but  whenever  a draught  is  made  upon  them 
for  the  money  thrown  in  as  above,  they  pay  in  paper. 

As  we  are  here  fearching  after  the  principles,  not  after  facts,  it 
is  out  of  our  way  to  inquire  what  may  be  the  real  proportion  of  coin 
preferved  by  banks  of  circulation,  for  anfwering  the  demand  for  it. 

Mr.  Megens,  a very  knowing  man,  and  a very  judicious  author, 
lately  dead,  who  has  writ  a fmall  treatife  in  the  German  tongue, 
tranflated  into  Englilh,  under  the  title  of  The  Uniuetfal  Merchant, 
delivers  his  fentiments  concerning  the  proportion  of  coin  preferved 
in  the  bank  of  England,  which  I fliall  here  tranfcribe  in  the  tran- 
flator’s  words.  Sedt.  6o. 

The  bank  of  England  confifts  of  tw^o  forts  of  creditors,  the  one  of 
that  fet  of  men,  who,  in  King  William’s  tim.e,  when  money  was 
fcarce  and  dear,  lent  the  public  1,200,000  pounds,  at  8 per  cent,  inte- 
reft,  and  4000  pounds  were  allowed  them  for  charges,  amounting 
in  whole  to  100,000  pounds  a year,  an  exclufive  right  of  banking 
as  a corporation  for  1 3 years,  under  the  denomination  of  the  pro- 
prietors of  the  bank;  and  which,  for  obtaining  prolongation  of 
their  privileges,  has  been  fince  increafed  by  farther  loans  to  the 
public  at  a lefs  interefl:,  to  near  the  fum  of  1 1,000,000  pounds,  which 

if 
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if  we  compute  the  intereft  at  3 per  cent,  (as  what  they  have  more  on 
fome  part  anfwers  incident  charges)  it  produces  330,000  pounds  a 
year ; and  as  they  divide  annually  5 per  cent,  to  their  proprietors, 
which  is  550,000  pounds,  it  is  evident  that  they  make  a yearly  profit 
of  220,000  pounds,  out  of  the  money  of  the  people  ’who  keep  eafJo  ’with  them ^ 
and  thefe  are  the  other  fort  of  creditors  : and  as  for  what  money 
the  bank  lends  to  the  government,  they  have  for  the  moll:  part  but 

3 per  cent,  intereft,  I conclude  that  the  credit  cafh  they  ha’ue  in  their 
hands  may  amount  to  1 1,000,000  pounds,  and  thereout  is  employed 
in  loans  to  the  government,  difcounting  of  bills,  and  in  buying 
gold  and  filver  7,333,333x  pounds,  which  at  3 per  cent,  intereft  or 
profit,  will  amount  to  the  above  220,000  pounds,  and  remains 
3,666,6664  pounds  in  calh,  fufficient  for  circulation  and  current 
payments.  And  experience  has  evinced,  that  whenever  any  mif- 
truft  has  occafioned  any  run  upon  the  bank  for  any  continuance, 
and  the  people  not  finding  the  treafure  fo  foon  exhaufted  as  they 
furmifed,  it  flowed  in  again  fafter  on  the  one  hand  than  it  wa& 
drawn  out  on  the  other. 

This  gentleman  lived  long  in  England.  He  was  very  intelligent 
in  matters  relating  to  commerce  ; and  his  authority  may,  I believe, 
be  relied  on  as  much  as  on  any  other,  except  that  of  the  bank  itfelf 
which,  it  would  appear,  has  fome- intereft  in  keeping  thofe  affairs 
a fecret. 

We  fee  by  his  account,  that  the  bank  of  England  keeps  in  coin 

4 of  the  value  of  all  their  notes  in  circulation.  With  this  quantity, 
bufmefs  is  carried  on  with  great  fmoothnefs,  owing  to  the  profperity 
of  that  kingdom,  which  feldom  owes  any  confiderable  balance  to 
other  nations. 

But  the  confequence  of  the  obligation  to  pay  in  coin,  is,  that 
when  the  nation  comes  to  owe  a balance,  the  notes  which  the 
bank  had  ilTued  to  fupport  domeftic  circulation  only,  come  upon  it 
for  payment  of  a foreign  balance ; and  thereby  the  coin  which  it 
had  provided  for  home  demand  only,  is  drawn  out. 
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It  is  this  circuniila.iice,  above  all  others,  which  diflrelles  banKS 
of  circulation.  Were  it  not  for  this,  tne  obligation  to  pay  in  com 
might  eafily  be  difcharged ; but  when  in  virtue  or  this  puie  obli- 
gation, a heavy  national  balance  is  demanded  Ox  the  bank,  which 
has  only  made  provihon  for  the  current  and  ordinary  demand  at 
home,  it  recjuires  a little  combination  to  find  oul,  at  once,  an  eafy 
remedy. 

This  combination  we  fliall,  in  the  following  chapters,  endeavour 
to  unfold : it  is  by  far  the  moft  intricate,  and  at  the  fame  time  the 
mofl  important  in  the  w^hole  dodtrine  of  banks  of  circulation. 

Another  inconvenience  refulting  from  this  obligation  to  pay  in 
coin,  we  have  explained  in  the  third  book.  It  is,  that  the  confufion 
of  the  Englifii  coin,  and  the  lightnefs  of  a great  part  of  it,  obliges 
the  bank  of  England  to  purchafe  the  metals  at  a price  far  above 
that  which  they  can  draw  back  for  them  after  they  are  coined.  We 
have  there  fhewn  the  great  profit  that  might  be  made  in  melting 
down  and  exporting  the  heavy  fpecies.  This  profit  turns  out  a real 
lofs  to  the  bank  of  England,  which  is  conftantly  obliged  to  provide 
new  coin,  in  proportion  as  it  is  wanted.  This  inconvenience  is  not 
direHly  felt  by  banks,  in  countries  where  there  is  no  mint  efia- 
blifhed. 

Here  then  is  another  bad  confequence  of  this  obligation  to  pay  irfc 
the  metals,  which  a proper  regulation  of  the  coin  would  imme- 
diately remove.  In  countries  which  abound  in  coin,  banking  is  an 
eafy  trade,  when  once  their  credit  is  well  eftablillied.  It  is  only 
when  either  a foreign  war,  or  a wrong  balance  of  trade  has  carried 
off  the  metals,  that  the  weight  of  this  obligation  to  pay  in  coin  is 
feverely  felt. 
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CHAP.  vm. 

How  a wrong  Balance  of  Trade  ajfeBs  Baftks  of  Circulation^ 

T T is  commonly  faid,  that  when  there  is  a balance  due  by  any 
nation,  upon  the  whole  of  their  mercantile  traniaclions  with  the 
reft  of  the  world,  fuch  balance  muft  be  paid  in  coin.  This  we  call 
a wrong  balance.  Thofe  who  tranfacl  the  payment  of  this  balance, 
are  thofe  who  regulate  the  courfe  of  exchange ; and  we  may  fup- 
pofe,. without  the  leaft  danger  of  being  deceived,  that  the  courfe 
is  always  higher  than  the  expence  of  procuring  and  tranfporting 
the  metals  becaufe  the  overcharge  is  profit  to  the  exchanger,  who 
without  that  profit  could  not  carry  on  his  bufinefs. 

Thefe  exchangers,  then,  muft  have  a command  of  coin ; and 
where  can  they  get  it  fo  eafily,  and  fo  readily,  as  from  banks  who 
.are  bound  to  pay  in  it  ! 

Every  merchant  who  imports  foreign  commodities,  muft  be  fup- 
pofed  to  have  value  in  his  hands  from  the  fale  of  them ; but  this 
value  muft  confift  in  the  money  of  the  country ; if  that  be  moftly 
bank  paper,  he  muft  give  the  bank  paper  to  the  exchangers  for  a 
bill,  whofe  bufinefs  it  is  to  place  funds  in  thofe  parts  upon  which 
bills  are  demanded.  The  exchanger  again  (to  fupport  that  fund 
which  he  exhaufts  by  his  draughts)  muft  demand  coin  from  me 
banks,  for  the  notes  he  received  from  the  merchant  when  he  gave 
him  the  foreign  bill. 

Beiides  the  wrong  balances  of  trade  tranfacled  in  this  manner, 
which  banks  are  conftantly  obliged  to  make  good  in  coin,  every 
other  payment  made  to  foreigners  has  the  fame  effect.  It  is  not 
becaufe  it  is  a balance  of  trade,  but  becaufe  it  is  a payment  which 
cannot  be  made  in  paper  currency,  that  a demand  is  made  for  coin. 
Coin  we  have  called  the  money  of  the  world,  as  notes  mcarj  be  called 
the  money  "of  the  fociety.  The  firft  then  muft  be  procured  when  we 
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pay  a balance  to  foreigners ; the  laft  is  full  as  good  when  we  pay 

among  ourfelves.  ^ 

It  is  proper,  however,  to  obferve,  that  there  is  a great  difference 

between  the  wrong  hdance  of  trade,  and  the  general  balance^  of  fay- 
menu.  The  firft  marks  the  total  lofs  of  the  nation  when  her  imports 
exceed  the  value  of  her  exports ; the  fecond  comprehends  three  other 
articles,  viz.  i.  the  expence  of  the  natives  in  foreign  countries  j 

2.  the  payment  of  all  debts,  principal  and  intereft,  due  to  foreigners ; 

3,  the  lending  to  other  nations. 

Thefe  three  I call  the  general  balance  of  foreign  payments : and 
thefe  added  to  the  wrong  balance  of  trade  may  be  called  the  grand 

balance  with  the  world. 

Now  as  long  as  the  payment  of  this  grand  balance  is  negotiated  by 
exchangers,  all  the  coin  required  to  make  it  good,  muft  be  at  the 
charge  of  banks. 

How  then  is  this  coin  to  be  procured  by  nations  who  have  no 
mines  of  their  own  ? 


CHAP.  IX. 

How  a grand  Balance  may  he  paid  hy  Banh^  without  the  ajfiftance 

of  Coin, 

Did  all  the  circulation  of  a country  confift  in  coin,  this  grand 
balance,  as  we  have  called  it,  would  be  paid  out  of  the  coin, 

to  the  diminution  of  it. 

We  have  faid  that  the  acquifition  of  coin,  or  of  the  precious 
metals,  adds  to  the  intrinfic  value  of  a country,  as  much  as  if  a por- 
tion of 'territory  were  added  to  it.  The  truth  of  this  propofition  will 
now  foon  appear  evident. 


We 
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We  have  alfo  faid,  that  the  creation  of  fymbolical  money,  adds 
no  additional  wealth  to  a country,  but  only  provides  a fund  of  cir- 
culation out  of  folid  property  j which  enables  the  proprietors  to 
confume  and  to  pay  proportionally  for  their  confumption : and  we 
have  Ihewn  how  by  this  contrivance  trade  and  induftry  are  made 
to  flourilh. 

May  we  not  conclude,  from  thefe  principles,  that  as  nations  who 
have  coin,  pay  their  grand  balance  out  of  their  coin,  to  the  diminution 
of  that  fpecies  of  their  property,  fo  nations  who  have  melted  down 
their  folid  property  into  fymbolical  money,  mull  pay  their  grand 
balance  out  of  the  fymbolical  money  5 that  is  to  fay,  out  of  the  folid 
property  of  which  it  is  the  fymbol  ? 

But  this  folid  property  cannot  be  fent  abroad  ; and  it  is  alleged 
that  nothing  but  coin  can  be  employed  in  paying  this  grand  balance. 
To  this  I anfwer,  that  in  fuch  a cafe  the  credit  of  a bank  may  Hep 
in,  without  which  a nation  which  runs  Ihort  of  coin,  and  which 
comes  to  owe  a grand  balance  mull  quickly  be  undone. 

We  have  faid  that  while  exchangers  tranfacl  the  balance,  the 
whole  load  of  providing  coin  lies  upon  banks.  Now  the  whole 
folid  property  melted  down,  in  their  paper,  is  in  their  hands  ; be- 
caufe  I conlider  the  fecurities  given  them  for  their  paper,  to  be  the 
fame  as  the  property  itfelf.  Upon  this  property,  there  is  a yearly 
interell  paid  to  the  bank : this  interell,  then,  mull  be  engaged  by 
them  to  foreigners,  in  lieu  of  what  is  owing  to  them  by  the  nation ; 
and  when  once  a fund  is  borrowed  upon  it  abroad,  the  rell  is  eafy 
to  the  bank.  This  lhall  be  further  explained  as  we  go  along. 

I do  not  pretend  that  the  common  operation  of  providing  coin, 
when  the  grand  balance  is  againll  a nation,  is  as  limple  as  I have 
reprefented  it.  I know  it  is  not : and  I know  alfo,  that  I am  not 
in  any  degree  capable  to  explain  the  infinite  combination  of  mer- 
cantile operations  neceflary  to  bring  it  about ; but  it  is  no  lefs  true, 
that  thefe  combinations  may  be  Ihortened : becaufe  when  the  whole 
of  them  have  been  gone  through,  the  tranfadlion  mull  land  in 
what  I have  faid  5 to  wit,  that  either  the  grand  balance  mull  be  paid 

Y 2 out 


164  AN  INQUIRY  INTO  THE  PRINCIPLES  Book  IV.  P.  2. 

out  of  the  national  Rock  of  coin,  or  it  muft  be  furniflied  by  fo- 
reigners upon  a loan  from  them  ; the  intereft  of  which-  muft  be 
paid  out  of  that  part  of  the  folid  property  of  the  nation  which  has 
been  melted  down  into  paper.  I fay  farther,  that  were  not  all  this 
folid  propertv,  fo  melted  down,  in  the  hands  of  banks,  %vho 
therebv  have  eftabliflied  to  themfelves  an  enormous  mercantile  cre- 
dit ; there  would  be  no  pollibility  of  conducting  fuch  an  opera- 
tion: that  is  to  fay,  there  would  be  no  poflibility  for  nations  to  run 
in  debt  to  nations,  upon  the  fecurity  of  their  refpeaive  landed 
property. 


CHAP.  X. 


Infuffickncy.  of  temporary  Credits  for  the  Payment  of  a wrong 

Balance. 

*1  HAVE  faid,  that  when  the  national  ftock  of  coin  is  not  fuiiici- 


^ ent  to  provide  banks  with  the  quantity  demanded  of  them,  for 
the  payment  of  the  grand-  balance^  that  a loan  muft  take  place.  To 
this  it  may  be  objeaed,  that  a credit  is  fufficient  to  procure  coin, 
without  having  recourfe  to  a formal  loan.  The  difference  I make 
between  a loan  and  a credit  confifts  in  this,  that  by  a credit  we 
iinderftand  a temporary  advance  of  money,  which  the  perfon  who 
gives  the  credit  expeas  to  have  repaid  in  a fhort  time,  with  intereft 
for  the  advance,  and  commiflion  for  the  credit ; whereas  by  a 
loan  we  underftand  the  lending  of  money  for  an  indefinite  time, 
with  intereft  during  non-payment. 

Now  I fay,  the  credit,  in  this  cafe,  will  not  anfwer  the  purpofe 
of  fupplying  a deficiency  of  coin  ; unlefs  the  deficiency  has  been 
accidental,  and  that  a return  of  coin,  from  a new  favourable  grand 
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balance^  be  quickly  expedled.  The  credit  will  indeed  aniwer  the 
prefect  exigency  ; but  the  moment  this  credit  comes  to  be  replaced, 
it  muft  be  replaced  either  by  a loan,  or  by  a fupply  of  coin  ; but, 
by  the  fuppofition,  coin  is  found  to  be  wanting  for  paying  the 
grand  balance  ; confequently,  nothing  but  a loan,  made  by  the  lend- 
ers either  in  coin,  in  the  metals,  or  in  a -liberty  to  draw,  can  re- 
move the  inconvenience  ; and  if  recourfe  be  had  to  credit,  inftead 
of  the  loan,  the  fame  difficulty  will  recur,  whenever  that  credit 
comes  to  be  made  good  by  repayment. 

Upon  the  -whole,  we  may  conclude,  that  nations  who  owe  a 
balance  to  other  nations,  mull  pay  it  either  with  their  coin,  or  with 
folid  property  ; confequently,  the  acquilition  of  coin  is,  in  this 
particular,  as  advantageous  as  the  acquifition  of  lands  ; but  when 
coin  is  not  to  be  procured,  the  tranfmiffion  of  the  folid  property  to 
foreign  creditors  is  an  operation  which  banks  muft  undertake;  be- 
caufe  it  is  they  who  are  obliged  either  to  do  that,  or  to  pay  in  coin. 


C H A P.  XL 

Of  the  Hurt  refulting  to  Banh^^  when  they  leave  the-  P dyment  of 
a wrong  Balance  to  Exchangers, 

TE  have  feen  in  a former  chapter,  how  exchangers  and  banks 
' V are  mutually  affiftant  to  one  another : the  exchangers  by 
fwelling  and  fupporting  circulation  ; the  bank  by  fupplying  them 
with  credit  for  that  purpofe.  While  parties  are  united  by  a com- 
mon intereft,  all -goes  well : but  interefl:  divides,  by  the  fame  prin- 
ciple that  it  unites-. 

No  fooner  does  a nation  incur  a balance  againft  itfelf,  than  ex- 
changers fet  themfelves  to  work  to  make  a -fortune,  by  conducting 
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the  operation  of  paying  it.  They  appear  then  in  the  light  of  po- 
litical uftirers,  to  a Ipendthrift  heir  who  has  no  gnaidian.  The 
guardian  ihould  be  the  bank,  who,  upon  fuch  occafions,  (and 
upon  fuch  only)  ought  to  interpofe  between  the  nation  and  her  fo- 
reign creditors.  This  it  may  do,  by  conftituting  itfelf  at  once 
debtor  for  the  whole  balance,  and  by  taking  foreign  exchange  into 
its  hand,  until  fuch  time  as  it  fhall  have  diftributed  the  debt  it  has 
contracted  for  the  nation,  among  thofe  individuals  who  really  owe 
it.  This  operation  performed,  exchange  may  be  left  to  thofe  who 
make  that  branch  their  bufmefs,  becaufe  then  they  will  find  no 
opportunity  of  combining  either  againft  the  interefi:  of  the  bank 
or  of  individuals. 

When  a national  bank  neglects  fo  necefiary  a- duty,  as  well  as 
fo  neceflary  a precaution,  the  whole  clafs  of  exchangers  become 
united  by  a common  interefi  againft  it ; and  the  country  is  torn  to 
pieces,  by  the  fruitlefs  attempt  it  makes  to  fupport  itfelf,  without 
the  help  of  the  only  expedient  that  can  relieve  it. 

Thofe  exchangers  having  the  grand  balance  to  tranfadi;  with  other 
nations,  make  ufe  of  their  credits  with  the  bank,  or  of  its  notes, 
to  draw  from  it  their  coin,  in  order  to  export  it.  This  throws  a 
great  load  upon  the  bank,  which  is  conftantly  obliged- to  provide 
a fufficient  quantity  for  anfwering  all  demands  ; for  we  have  laid 
it  down  as  a principle,  diat  whatever  coin  or  bills  are  neceflary  to 
pay  this  grand  balance,  in  every  way  it  can  be  tranfadted,  it  muft  ul- 
timately be  paid  by  the  bank ; becaufe  whoever  wants  coin  for 
any  purpofe,  and  has  bank  notes,  can  force  the  bank  to  pay  in 
coin,  or  flop  payment. 

It  cannot,  therefore,  be  faid,  that  exchangers  do  wrong ; nor 
can  they  be  blamed,  in  drawing  from  the  bank  whatever  is  wanted 
for  the  purpofe  of  paying  to  foreigners  what  is  their  due  ; that  is, 
what  is  juftly  owing  to  them.  If  they  do  more,  they  muft  hurt 
themfelves  j becaufe  whatever  is  fent  abroad  more  than  is  due, 
muft  conftitute  the  reft  of  the  world  debtors  to  the  country  which 
fends  out  their  coin.  The  confequence  of  this  is  to  turn  exchange 
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againft  foreigners,  and  to  make  it  favourable  for  the  nation  which 
is  creditor.  In  this  cafe,  were  the  creditors  Hill  to  continue  fend- 
ing coin  abroad,  they  would  lof&  by  that  operation,  for  the  fame 
reafon  that  they  gam^  by  fending  it  out  when  they  are  debtors. 

It  is  very  common  for  banks  to  complain,  when  coin  is  hard  to 
be  procured,  and  when  large  demands  are  made  upon  them  ; they 
then  allege  unfair  dealings  againft  exchangers  ; they  fall  to  work 
to  eftimate  the  balance  of  trade,  and  endeavour  to  fhow  that  it  is 
not  in  reality  againft  the  country. 

But  alas  ! this  is  nothing  to  the  purpofe ; the  balance  of  trade  may 
be  very  favourable,  although  the  balance  of  payments  be  greatly 
againft  the  country  5 and  both  muft  be  paid,  while  the  bank  has  a 
fhilling  of  cafli,  or  a note  in  circulation.  So  foon  again  as  the 
grand  balance  is  fairly  paid  olF,  it  is  impoflible  that  any  one  can  find  an 
advantage  in  drawing  coin  from  a bank  ; except  in  the  fingle  cafe 
of  melting  do^vn  the  heavy  fpecies,  in  nations  which  give  their 
coinage  gratis.  Of  this  we  have  treated  at  fufficient  length  in 
another  place. 

Banks  may  indeed  complain,  that  men  of  property  are  fome- 
times  fending  their  money  out  of  the  country,  at  a time  when  it 
is  already  drained  of  its  coin  j that  this  raifes  exchange,  and  hurts 
the  trading  intereft. 

Exchange  muft  rife,  no  doubt,  in  proportion  as  the  grand  ba- 
lance is  great,  and  difficult  to  be  paid ; But  where  does  the  blame 
lie?  Who  ought  to  prov'ide  the  coin,  or  the  bills  for  paying 
this  grand  balance  ? Have  we  not  ffiewn  that  it  is  the  bank  alone 
who  ought  to  provide  coin  for  the  ready  anfwering  of  their  notes  ? 
Have  we  not  faid,  that  the  method  of  doing  this  is  by  facrificmg 
a part  of  the  intereft  due  upon  the  obligations  in  their  hands,  fe- 
cured  upon  the  folid  property  of  the  country,  and  by  the  means  of 
foreign  loans  upon  that  fund,  to  procure  either  the  metals  them- 
felves,  or  a power  to  draw  on  thofe  places  where  the  nation  s credi- 
tors refide  ? 

Which 
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Which  of  the  two  has  moll  reafon  to  complain,  the  bank,  be- 
caufe  the  inhabitants  think  fit  to  fend  their  effects  out  of  the  coun- 
try, being  either  forced  fo  to  do  by  their  creditors,  or  choofing  fo 
to  do  for  their  private  advantage  ; or  the  creditors  of  the  bank,  and 
the  country  in  general,  when,  from  the  obftiuctions  tiie  bank 
throws  in  the  way,  when  required  to  pay  its  notes,  exchange  is 
forced  up  to  an  exorbitant  height ; the  value  of  what  private  mer- 
chants owe  to  ftrangers  is  raifed  j and  w^hen,  by  difcouraging  trade 
in  their  hands,  a general  flop  is  put  to  manufadtures  and  credit  in 
general  ■ 

In  a ^vord,  the  bank  has  no  reafon  to  complain,  unlefs  they 
can  make  it  appear,  how  any  perfon,  exchanger  or  other,  can  find 
an  advantage  in  fending  coin  out  of  the  country,  at  a time  when 
there  is  no  demand  for  it ; or  when  there  is  no  near  ^profpetT  of  it, 
which  is  the  fame  thing  ? To  fay  that  a principle  of  public  fpirlt 
fiiould  prevent  a perfon  from  doing  with  his  property  what  is  moft 
to  his  advantage,  in  favour  of  faving  Ibme  money  .to  a bank,  is 
fuppofmg  the  bank  to  be  the  public,  inftead  of  being  the  fervant 
of  the  public. 

Another  argument  to  prove  that  no  profit  can  be  made  bv  fending 
out  coin,  except  when  the  balance  is  againft  a country,  is,  I'lat  we 
fee  all  runs  upon  banks  Hop,  the  moment  exchange  becomes  fa- 
vourable. Were  there  a profit  to  be  made  upon  fending  off  coin, 
independently  of  the  debts  to  be  paid  with  it,  which  cannot  be 
paid  without  it,  the  fame  trade  would  be  profitable  at  all  times. 
As  this  is  not  the  cafe,  it  follows,  that  the  principle  we  have  laid 
down  is  juft ; to  wit,  that  the  balance  due  to  foreigners  be 
paid  by  banks,  while  they  have  a note  in  circulation  ; and  when 
once  it  is  fairly  paid  by  them,  all  extraordinary  demands  mufi  ceafe. 

We  now  proceed  to  another  point,  to  wut,  What  are  the  confe- 
quences  of  circulation,  when  a great  balance  draws  away  a large 
quantity  of  coin  from  the  bank,  and  fends  it  out  of  the  country  ? 
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CHAP.  XII. 

How  the  Payme72t  of  a wrong  Balance  ajfeSis  Circulation. 


^ I HAT  I may  communicate  my  ideas  with  the  greater  preci- 
lion,  I mull  here  enter  into  a Ihort  detail  of  fome  principles, 
and  then  reafon  on  a fuppofition. 

It  has  been  faid,  that  the  confequence  of  credit  and  paper- 
money,  fecured  on  folid  property,  was  to  augment  the  mafs  of 
the  circulating  equivalent,  in  proportion  to  the  ufes  found  for  it. 


Thefe  ufes  may  be  comprehended  under  two  general  heads. 
The  firft,  payment  of  what  one  owes  ; the  fecond,  buying  what 
one  has  occalion  for : the  one  and  the  other  may  be  called  by  the 
general  term  of  ready-money  demands. 


Whoever  has  a ready-money  demand  upon  him,  and  property  at 
the  fame  time,  ought  to  be  furnifhed  with  money  by  banks  which 
lend  upon  mortgage. 

ISiow  tne  Hate  of  trade,  manufactures,  modes  of  living,  and  the 
cuflomary  expence  of  the  inhabitants,  when  taken  all  together,  re- 
gulate and  determine  what  we  may  call  the  mafs  of  ready-money 
demands,  that  is,  of  alienation.  To  operate  this  multiplicity  of 
payments,  a certain  proportion  of  money  is  necelTary.  This  pro- 
portion  again  may  increafe  or  diminifli  according  to  circumftances  * 
although  the  quantity  of  alienation  fhould  continue  the  fame. 

To  make  this  evident,  let  us  fuppofe  the  accounts  of  a whole 
city  kept  by  one  man  ; alienation  will  go  on  without  any  payment 
at  all,  until  accounts  are  cleared  ; and  then  nothing  will  be  paid, 
but  general  balances  upon  the  whole.  This  however  is  only  by  the 
bye.  The  point  in  hand  is  to  agree,  that  a certain  fum  of  money 
is  necelTary  for  carrying  on  domeftic  alienation  ; that  is,  for  fatisfy- 
ing  ready-money  demands  : let  us  call  this  quantity  (A). 
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Next,  in  moft  countries  in  Europe,  (I  may  fay  all)  it  is  cuflom- 
ary  to  circulate  coiny  which,  for  many  ufes,  is  found  fitter  than 
paper,  (no  matter  for  w'hat  reafon)  ; cisftom  has  eftablillied  it,  and. 

with  cuilom  even  ftatefmen  mufl;  comply. 

The  pape^r-money  is  generally  made  payable  fn  coin ; - from 
cuftom  alfo.  Now,  according  to  the  manners  of  the  country,  more 
or  lefs  coin  is  required  for  domefliG  circulation.  Let.it  be  obferved, 
that  hitherto  \¥e  have  not  attended  to  foreign  circulation,  oTwhich 
prefently : and  I fay,  that  the  manners  of  a country  may  make 
more  oriefs  coin  neceflary,  for  circulating  the  fame  quantity  , of 
paper ; merchants,  for  inftance,  circulate  much  paper  and  little 
coin  ; gamefters  much  coin,  and  little  paper : one  example  is  fulfil 
cient. 

Let  this  quantity  of  coin,  necefifary  for- circulating  the  paper- 
money,  be  called  (B),  and  let  the  paper  be  called  (C)  ; confer 
quently  (A)  will  be  equal  to  the  fum  of  (B)  and  (G).  Again,  we 
have  faid,  that  all  balances  owing  by  nation  to  nation,  are  paid 
either  in  coin,  in  the  metals,  or  in  bills  ; and  that  bank  paper  can 
be  of  no  ufe  in  fuch  payments.  Let  the  quantity  of  the  metals^ 
coin,  or  bills,  going  out  or  comring  into  the  country  for  payment 
of  fuch  balance,  be  called  (D). 

Thefe  iliort  defignations  premifed,  we  may  reafon  with  more 
precifion.  (A)  is  the  total  mafs  of  money  (coin  and  paper)  necef- 
fary  at  home : (A)  is  compofed  of  (B)  the  coin,  and  of  (C)  the 
paper,  and  (D)  Hands  for  that  mafs  of  coin,  or  metal,  or  bills, 
which  goes  and  comes  according  as  the  gra,nd  balance  is  favourable 
or  unfavourable  with  other  nations. 

Now,  from  what  has  been  faid,  we  may  determine,  that  there 
fiiould  at  all  times  remain  in  the  country,  or  in  the  bank,  a quan- 
tity of  coin  equal  to  (B) ; and  if  this  be  ever  found  to  fall  fliort, 
the  bank  does  not  difcharge  its  duty.  It  is  unnecefiary  to  deter- 
mine what  part  of  (B)  ihould  be  locked  up  in  the  bank,  and  what 
part  fiiould  remain  in  circulation : banks  themfelves  cannot  de- 
termine that  queflion  r all  Vve  need  to  fay  is,  that  it  is  the  profit  of 
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i>anks»to  accuftom  people  to  the  ufe  of  paper  as  much  as  poffible ; 
and  therefore  they  will  draw  to  themfelves  as  much  coin  as  they 
-Can. 

When  a favourable  balance  of  trade  brings  exchange  below  par, 
and  brings  com  into  the  country,  the  confequence  is,  either  to  ani- 
mate trade  and  induici'y,  to  augment  the  mafs  of  payments,  to  fweli 
(A),  and  ftill  to  preferve  (C)  in  circulation ; or  to  make  (A)  regorge, 
fo  as  to  fink  the  intereft  of  money  below  the  bank  lending  price  ; 
and  then  people  will  carry  back  the  regorging  part  of  (C)  to  the 
bank,  and  withdraw  their  fecurities  ; which  is  confolidating,  as 
we  have  called  it,  the  property  which  had  been  formerly  melted 
down,  for  want  of  this  circulating  equivalent  (money). 

This  is  conftantLy  the  confequence  of  a fcagnation  of  paper,  from 
an  overcharge  of  it,  thrown  into  circulation.  It  returns  upon 
the  bank,  and  diminifhes  the  mafs  of  their  fecurities,  but  never 
that  of  their  coin. 

From  this  we  may  conclude,  that  the  circulation  of  a country 
can  only  abforb  a determinate  quantity  of  money  (coin  and  paper)  ; 
and  that  the  lefs  ufe  they  make  of  coin,  the  more  ufe  they  will 
make  of  paper,  and  'vics  ^erfa. 

We  may  alfo  conclude,  that  when  trade  and  alienation  increafe^ 
c£teris  paribus,  fo  will  money  ; that  is,  more  foiid  property  will  be 
melted  down ; and  when  trade  and  alienation  diminilh,  ceteris  pa^ 
ribiis,  fo  will  money  ; that  is,  fome  of  the  foiid  property  foiTneriy 
melted  down,  will  confolidate,  as  we  have  called  it. 

Thefe  viciflitudes  in  the  mafs  of  circulation  are  not  peculiar  to 
paper  currency.  In  countries  where  nothing  circulates  but  the 
metals,  the  cafe  is  the  fame  ; only  the  operation  is  more  aukward 
and  expenfive.  When  coin  becomes  fcarce  there,  it  is  hardly  pof- 
fible, in  remote  provinces,  to  find  any  credit  at  all : and  in  the 
center  of  circulation,  the  ufe  of  it  (intereft)  muft  rife  very  confi- 
derably,  and  ftand  high  for  fome  time,  before  even  intelligent  mer- 
chants will  import  bullion  to  the  mint ; which  is  the  only  hank 
they  have  to  fit  it  for  circulation.  When  the  metal  is  coined,  tlien 
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rrien  of  property  are  enabled  to  barrow,  or  to  fell  tbeir  lands.  On 
the  other  hand,  when  a favourable  balance  pours  in  a fuperfiuity  of 
coin,  and  at  the  fame  time  cuts  off  the  demands  of  trade  for  fend- 
ing it  abroad,  it  frequently  falls  into  coffers  ; where  it  becqmes  as 
ufelefs  as  if  it  were  in  the  mine;  and  this  clumfy  circulation,  as> 
I may  call  it,  prevents  it  from  coming  into  the  hands  of  thofe- 
who  would  have  occafion  for  it,  did  they  but  know  where  to  come 
at  it.  Paper,  on  the  other  hand,  when  banks  and  trade  are  well, 
eftablifhed,  is  always  to  be  found.  Tiius,  in  an  inftant,  paper- 
money  either  creates  or  extinguiflies  an  intereft  equal  to  its  value, 
in  favour  of  the  polTeflbr.  No  part  of  it  lies  dead,  not  for  a day, 
when  employed  in  trade it  is  not  fo  of  coin.. 

We  mult  now  fuppofe  a bank  eftablifhed-  in  a country  which  ? 
owes  a balance  to  other  nations. 

In  this  cafe,  the  bank  mull  pollefs,  or  be  able  to  command,  a 
fum  of  coin  or  bills  equal  to  (B)  and  (D^  ; (B)  for  domeftic,  and! 
(D)  for  foreign  circulation. 

Thofe  who  owe  this  balance  (D),,  and  who  are  liippofed'to  have.- 
value  for  it,  in  the  currency-  of  the  country,  in  order  to  pay  it, , 
muft  either  cxhauft  a part  of  (B),  by  fending  it  away,  or  they  muft 
carry  a part  of  (C)  to  the  bank,  to  be  paid  for  in  coin.  If  they  pick: 
up  a part  of  (B)  in  the  country,  then  the  coin  in  circulation,  being  - 
diminilhed  below  its  proportion;  the  pofleftbrs  of  (C)  will  come  - 
upon  the  bank  for  a fupply,  in  order  to.make  up  (B)  to  its  former - 
llandard.  Banks  complain  without  reafon.  If  they  carry  part  of 
(C)  to  be  changed  at  the  bank,  for  the  payment  of  (D),  they  there- 
by diminifti  the  quantity  of  (C)  ; confequently  there  will  be  a de-- 
mand  upon  the  bank  for  more  notes,  to  fupport  domeftic  circu- 
lation ; becaufe  thofe  which  have  been  paid  in  coin  are  returned 
to  the  bank,  and  have  diminilhed  the  mafs  of  (C)  ; which  there- 
fore muft  be  replaced  by  a new  melting  down  of  folid  property. 

Now  I muft  here  obferve,  that  this  recruit,  iftlied  to  fill  up  (C) 
to  the  level,  is  an  addition  made  to  the  mafs  of  fecurities  formerly 
lodged  with  the  bank  ; and  reprefents,  not  improperly,  that  part 
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of  the  landed  property  of  a country  which  the  banh  mufi:  difpofe 
of  to  foreigners,  in  order  to  procure  from  them  the  coin  or  bills 
necelTary  for  anfwering  the  demand  of  (D).. 

When  notes,  therefore,  are  carried  to  the  bank  for  payment  of 
debts  due  to  the  bank,  they  then  diminiflx  the  mafs  of  folid  pro- 
perty melted  down  in  the  fecurities  lodged  in  the  bank : but  when 
notes  are  carried  to  the  bank,  to  be  converted  into  coin  or  bills,  for 
foreign  exportation,  they  do  not  diminilh  the  mafs  of  the  fecuri- 
ties: on  the  contrary,  the  confequence  is,  to  pave  the  way  for  the 
augmentation  of  them  ; becaufe  I fuppofe  that  the  notes,  fo  given 
in  to  the  bank,  and  taken  out  of  the  circle,  are  to  be  replaced  by 
the  bank  to  domellic  circulation,  to  which  they  belonged ; and! 
the  bank  muft  be  at  the  expence  of  turning  the  value  of  thefe 
additional  fecurities  granted  for  them  into  coin  or  foreign  bills. 

Is  not  this  quite  eonliilent  with  reafon,  fa6bj  and'common  fenfe?' 
If  a country  contraffs  debts  to  foreigners,  is  it  not  juft  the  fame 
cafe  as  when  one  man  contracts  a debt  to  another  in  the  fame  fo- 
eiety?  Muft  not  the  ultimate  confequence  of  this  debt  be,  that 
it  muft  be  paid,  either  with  the  coin,  with  the  moveables,  or  withi 
the  folid  property  of  the  debtor,  transferred  to  the  creditor,  in  lieui 
of  the  money  owing  ? 

When  a uation  can  pay  with  its  coin,  or  with  its  effe<5ts,  (that  is 
to  fay,  with  its  producf  and  manufadtures)  the  operation  is  eafily 
and  mechanically  performed  by  the.  means  of  trade  : v/hen  thefe 
objects  are  not  fulEcient  y or  when  land,  or  an  annual  and  perpe- 
tual income  out  of  itj  muft  make  up  the  deficiency ; theii  more^ 
Ikill  and  expence  is  required  ; and  this  expence  falling  upon  banks, 
makes  their  trade  lefs  lucrative  than  in  times  when  commerce, 
ftands  at  par,  or-  is  bringing  in  a balance. 

Were  trade  to  run  conftantly  againft  a country,  the  confequence 
would  be,  that  the  whole  property  of  it  would,,  by  degrees,  be 
transferred  to  foreigners.  This  the  bank  of  St.  George  at  Genoa; 
has  operated  wfith  regard  to  Corfica,  as  has  been  obferved..  But  in 
that  cafe,  banks  never,  could  neglcvt  laying  down  a plan  whereby 
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to  avoid  the  lofs  they  cafually  fuftain,  when  Rich  a revolution 

comes  fiiddenly  or  unexpectedly  upon  them. 

^he  method  \yould  be,  to  eitablilh  an  annual  fubfciiption  abroad^ 
for  borrowing  a fum  equivalent  to  the  grand  -balance  ; the  condition 
being  to  pay  the  intereiL  of  the  fubfcriptions  out  of  the  revenue 
of  the  country. 

If  the  fecurity  offered  be  good,  there  is  no  fear  but  fubfcribers 
will  be  found,  while  there  is  an  ounce  of  gold  and  filver  in  Eu- 
rope. 

The  bank  of  England  has  an  expedient  of  another  nature,  in 
what  they  call  their  ; which  is  a premium  granted  to 

certain  perfons,  upon  an  obligation  to  pay  a certain  fum  of  coin 
upon  demand.  This  is  done  -with  a view  to  anfwer  upon  preffmg 
.occalions.  But  England  being  a profperoiis  trading  nation,  which 
feldom  has  any  confiderahle  grand  balance  againft  her,  (except  in 
time  of  war,  when  the  public  borrowings  fupply  in  a great  mea- 
fure  the  deficiency,  as  fhall  be  afterwards  explained)  this  bank 
circulation  is  turned  into  a job  ; the  fubfcriptions  being  lucrative, 
are  dillributed  among  the  proprietors  themfelves,  who  make  no 
provifion  for  the  demand ; and  were  it  again  to  come,  (as  has 
been  the  cafe)  the  fubfcribers  would,  as  formerly,  make  a call  , on 
the  bank  itfelf,  by  picking  up  their  notes,  and  pay  their  fubfcrip- 

^ions  with  the  bank’s  own  coin. 

To  obviate  this  inconvenience,  which  was  feverely  felt  in  the 
year  1 745,  the  bank  of  England  fliould  have  opened  a fubfcription 
in  fome  foreign  country  ; Holland,  for  example  5 where  fhe  might 
have  procured  large  quantities  of  foreign  coin  : fuch  a feafonable 
fupply  would  have  proved  a real  augmentation  of  the  metals  ; the 
fupply  they  got  from  their  own  domeflic  fubfcribers  was  only 
ffititious 

But 

* At  this  time  there  was  another  circurnftance,  befides  the  demand  of  a balance  to 
be  paid  abroad,  which  diftrefled  the  bank,  viz.  a fufpicion  wEich  took  place,  that  if 
the  rebeliioa  had  fuccesded,  the  credit  of  the  bank  would  have  loraliy  failed. 
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But  banks  in  profperous  trading  nations  fir  down  with  cafual  - 
and  temporary  inconveniencies  ; and  exchangers  carry  on  a profit^ 
able  trade,  whether  the  nation  be  gainkig  or  lofing  all  the  while;  ■ 
For  fuch  nations,  and  fuch  only;  are  banks  advantageous.  Were 
banks  eftablifiied  in  Spain,  Portugal,  or  any  other  country  which 
pays  a conftant  balance  from  the  produce  of  their  mines,  they 
would  only  help  on  their  ruin  a little  fafter. 

In  the  infancy  of  banking,  and  ‘ in  countries  where  the  true 
principles  of  the  trade  are  nor  well  underftood,  we  find  banks 
taking  a general  alarm,  whenever  a wrong  balance  of  trade  occa- 
fions  a run  upon  them:'  "niis  terror  drives  them  to  expedients  for 
fupporting  their  credit,  which  we  are  now  to  examine,  and  which  - 
we  fliall  find  to  have  a quite  contrary  tendency. 

The  better  to  explain  this  combination,  we  muft  recall  to  mind, 
that  the  payment  of  the  grand  balance  in  coin  or  bills  is  unavoid- 
able to  banks.  We  have  laid  that  this  balance  is  commonly  paid 
by  exchangers,  who  pick  up  the  coin  in  circulation ; a thing  the 
bank  cannot  prevent.  This  we  have  called  exhaufting  a part  of 
(B) : the  confequence  of  this  is,  to  make  the  proprietors  of  (C) 
come  upon  the  bank,  and  demand  coin  for  filling  up  (B)  : to  this 
the  bank  muft  alfo  agree.  But  by  thefe  operations  (C)  comes  to 
be  diminifhed,  below  the  level  necefiary^  for  carrying  on  trade,  in- 
duftry,  and  alienation  : upon  which  I have  faid  there  commonly 
comes  an  application  to  the  bank  to  give  more  credit,  in  order  to 
fupport  domeftic  circulation,  which  if  complied  with,  more  folid 
property  is  confequently  melted  down.  , 

This  fwells  the  mafs  of  fecurities,  and  raifes  (A)  to  its  former 
level.  But  here  the  bank  has  an  option  to  refufe  more  credit : iii  . 


This  very  cafe  points  out  the  great  advantage  of  banks  upon  mortgage  of  private 
credit. 

V.'e  have  faid,  that  the  credit  of  fuch  banks  ought  to  be  eftablilhed  upon  the  prin.- 
ciples  of  private  fecurities  only.  If  their  notes  be  iffued  upon  folid  property,  then  no 
lebeU.on  can  influence  them  : but  of  this  more  hereafter. 

die. 
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the  former  operations  it  had  none.  Now  if  the  hank,  from  a ter- 
ror of  being  drained  of  com,  Ihould  refufe  to  iiTue  notes  upon 
new  credits,  for  the  demands  of  domeftic  circulation  j in  this  cafe, 
I fay,  they  fail  in  their  duty  to  the  nation,  as  banks,  and  hurt 
their  own  intereft.  As  to  their  duty  to  the  nation,  I Hiall  not  inuft 
upon  it  ; but  I think  I can  demonftrate  that  they  fail  in  point  of 
combination,  with  refpea:  to  their  own  intereft,  and  that  is  enough. 

I fay,  then,  that  as  lon^  as  there  is  one  ftngle  note  in  circula- 
tion, and  any  part  of  a grand  balance  owing,  that  note  will  come 
upon  tlie  bank  for  payment,  without  a poffibility  of  its  avoiding 
the  demand.  Refufmg  therefore  credit,  while  any  notes  remain 
in  the  hands  ©f  the  public,  is  refufing  an  intereft  which  may  help 
to  make  up  the  paft.  loftes  : but  of  this  more  hereafter. 

In  the  next  place,  i think  I have  demonftrated,  that  fo  foon  as 
the  grand  balance  is  paid,  it  is  impoftible  that  any  more  demands  for 
coin  can  come  upon  the  bank  for  exportation.  Why  then  ftiould 
a bank  do  fo  fignal  a prejudice  to  their  country,  as  to  refufe  to  lend 
them  paper,  which  the  ready-money  demands  of  the  country 
muft  fufpend  in  circulation  ? And  why  do  this  at  fo  great  a lofs 
to  themfelves  f It  has  been  faid  above,  and  I think  with  juftice, 
that  this  recruit,  iftiied  to  fill  up  circulation,  adds  to  the  mafs  of 
bank  fecurities,  and  very  properly  reprefents.  that  part  of  the  in- 
come of  the  folid  property  of  the  country,  which  the  bank  muft 
difpofe  of  to  foreigners,  in  order  to  procure  from  them  the  coin 
or  bills  neceflary  for  anfwering  the  demand  of  payment  of  a grand 
balance. 

In  this  light  notliing  can  appear  more  imprudent,  than  to  re- 
fufe credit. 

A bank  is  forced  to  pay  to  the  laft  farthing  of  this  balance  ; by 
paying  it,  the  notes  that  were  necefiary  for  circulation  are  re- 
turned to  them  ; and  they  refufe  to  replace  them,  for  fear  that 
their  fupplying  circulation  Ihould  create  a new  balance  againft 
them  ! This  is  voluntarily  taking  on  themfelves  all  the  lofs  of 
banking,  and  rejecting  the  advantages. 


Such 
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Such  management  can  only  be  prudent  when  the  circulating 
notes  of  a bank  are  very  few,  and  v/hen  the  balance  is>very  great. 
In  that  cafe,  indeed,  were  the  thing  poffible,  it  might  be  prudent 
to  give  over  banking  for  a while,  till  matters  took  a favourable 
turn.  But  if  we  fuppofe  their  notes  to  exceed  the  balance  due, 
then  all  the  hurt  which  can  be  done  is  done  already ; and  the  more 
notes  are  ifiiied,  and  the  more  credit  is  given,  fo  much  the  better; 
becaufe  the  interell  upon  all  that  is  iffiied  above  the  balance, 
muft  be  clear  profit  to  the  bank. 

To  bring  w^hat  has  been  faid  within  a narrower  eompafs,  and  to 
lay  it  under  our  eye  at  once,  let  us  call  the  domeftk  circulation  of 
a country,  where  a bank  is  eflabliflied,  (A). 

The  fpecie  itfelf,  to  carry  it  on,  (B). 

The  balances  to  other  nations,  (D). 

The  bank  muft  have  a command  of  credit  and  coin  equal  to  the 
fum  of  (B)  and  (D).  If  they  have  die  value  of  (D)  in  any  foreign 
place,  where  a general  circulation  of  exchange  is  carried  on  ; then 
they  have  only  occafion  for  (B)  at  home,  and  can  furnifii  bills  to 
the  amount  of  (D). 

If  (D),  in  confequence  of  bills  drawn,  fhall  come  to  be  exhauft- 
ed,  the  bank  muft  replace  it  again,  by  new  contrafls,  to  ftrangers. 

But  as  foon  as  (D)  is  paid,  either  in  coin  or  in  bills,  then  v/hat- 
ever  coin  is  drawn  from  the  bank,  and  fent  away  by  private  people, 
(exchangers,  &c.)  muft  form  a balance  due  to  the  country;  which 
balance  will  render  exchange  favourable,  and  will  occafion  a lofs 
to  thofe  who  lent  away  the  coin.  In  this  cafe,  the  more  credit  the 
bank  gives,  fo  much  more  will  their  profits  increafe. 

To  conclude : Let  banks  never  complain  of  thofe  who  demand 
coin  of  them,  except  in  the  cafe  when  it  is  demanded  in  order  to 
be  melted  down,  or  for  domeftic  circulation,  which  may  as  well 
be  carried  on  v/ith  paper. 


And  fo  foon  as  a demand  for  coin  to  pay  a foreign  balance  be- 
gins, it  is  then  both  the  duty  and  intereft  of  all  good  citizens  to 
be  as  affiftant  as  poffible  to  banks,  by  contenting  themfelves  wnth 
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paper  for  their  own  occafions,  and  by  throwing  in.o  foe  baA  all 

foe  coin  which  cafually  falls  into  their  hands  As  to  duty.  I foal 

r ^ T3^rt-  T fav  It  becomes  a national 
offer  no  argument  to  enforce  it.  Bat  i n ^ t.  , . , • 

n KcrtV  . hpraufe  thf"  lofs  incurred  by  the  bank  m 

concern  to  alTift  the  bank ; became  tn..  / 

procuring  coin,  falls  ultimately  on  every  individual,  by  rai  mg  ex- 
change;  confequently,  prices,  by  raifing  the  intereft  of  money  to 
be  borrowed ; and  laft  of  all,,  by  conftituting  a perpetual  intereft  to 
be  paid  to  foreigners,  out  of  the  revenue  of  foe  fohd  property 
foe  country.  Upon  fuch  occafions,  a good  citizen  ougnt  to  b u . 
It  pulling  out  a purfe,  when  his  own  intereft,  and  that  of  his^ 
'country,  foouid  make  him  fatisfied  with  a pocket  book. 


CHAP. 


XIII. 


Cominuation  of  the  fame  SubjeEt  ■,  and  of  the  Principles  upom 
Thkh  Banks  ought  to  borrow  Abroad,  and  give  credit  at  Home.- 

T N every  queftion  relative  to  this  fubjecT,  we  rnuft  return  to  prin- 
A cinles  This  is  the  only  fure  method  of  avoiding  eiTor.  Tne 
•ntelllgent  reader,  therefore,  muft  excufe  foort  repetitions,  and 
confiderthem  as  afacrifice  he  is  making  to  thofe  of  flower  capa- 
cities, to  whom  they  are  ufeful. 

The  principle  of  banking  upon  mortgage,  is  to  lend  and  give 
credit  to  thofe  who  have  property,  and  a defire  to  melt  it  down. 
This* is  calculated  for  the  benefit  of  trade,  and  for  an  encourage- 
ment* to  induftry.  If  fuch  hanks,  therefore,  borrow,  it  muft  be 
done  confiftently  with  the  principles  upon  which  their  bamcing  is 
founded  If  the  borrowii.g  foouid  tend  to  deftroy  thofe  advantages 
which  their  lending  had  procured,  then  the  operation  is  contrary 
to  principles,  and  abufive.  So  much  for  recapitulation. 
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While  trade  floiiriflies  and  brings  in  a balance,  banks  never  have 
occaiion  to  borrow ; it  is  then  they  lend  and  give  credit.  This,  I 

believe,  we  may  take  for  granted.  ^ 

When  the  country  where  the  bank  is  eftabliEied  begins  to  owe  a 
balance  to  other  nations,  the  bank,  as  we  have  feen  in  the  laft  chap- 
ter, is  obliged  to  pay  it  in  coin  or  in  bills.  We  have  there  fliewm, 
that  in  fuch  cafes  it  is  inconfiftent  with  their  principles  and  intered, 
to  withhold  lending  and  giving  credit,  fo  far  as  is  necelTary  for 
keeping  up  the  fund  of  circulation  to  that  ftandard  which  aliena- 
tion and  ready  money  demands  require. 

To  refute  credit,  and  at  the  fame  time  to  borrow^  at  home,  muil 
then,  at  find  fight,  appear  to  be  doubly  inconiliient.  But  in  order 
to  fet  this  point  in  tl4  cleared  light  I am  capable,  I fiiall  reafoa 
upon  a fuppofition  analogous  to  the  iituation  of  the  Scotch  uanks, 
and  by  that  means  avoid  abftradtion  as  much  as  I can. 

Let  me  then  fuppofe  that  Scotland,  during  tne  lait  years  Ox  the 
war  ended  in  17^3,  and  ever  fince  (I  write  in  1764;  rrom  the^  un- 
avoidable diftreis  of  the  times,  v/as  obliged,  i.  to  import  coniider- 
' able  Quantities  of  grain  in  fome  bad  years  ; 2.  to  refund  the  Engiiin 
loa«s"of  money  fettled  there  in  former  times  ; 3-  to  furnifli  fome 
of  The  inhabitants  with  funds,  which  they  thought  fit  to  place  in 
England  j 4.  to  pay  the  amount  ot  additional  taxes  iinpofed  during 
the  war  / while,  at  the  fame  time,  feveral  of  the  ordinary  refources 
were  withdrawn  ; fuch  as,  i.  a great  part  of  the  induftrious  inha- 
bhants  who  went  to  fupply  the  fleets  and  armies  ; 2.  the  abfence 
of  the  ordinary  contingent  of  troops  ; and  3.  the  cutting  off  leveral 
beneficial  articles  of  commerce.  Let  me  fuppofe,  I fay,  that  from 
a combination  of  thefe  Ioffes  incurred,  and  advantages  fufpended, 
Scotland  has  loft  annually,  for  eight  years  paft,  two  hundred  thou- 
fand  pounds.  I am  no  competent  judge  of  the  exacineff  or^  this 
eftimate,  it  is  of  no  confequence  to  the  argument  5 but  I tiling  I 

am  far  beyond  the  true  computation. 

On  the  other  hand,  let  me  fuppofe,  that  tne  lum  of  cv-xrx.n..y  xx- 

paper,  fufficient  (with  the  little  coin  there  was)  to  circ-a.ate^the 
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whole  of  the  alienations  in  Scotland,  (that  is  to  fay,  the  whole 
domeftic  circulation,  fuppoilng  no  balance  to  be  owing  to  England 
or  other  countries)  to  be  one  million  ftening.  I am  perfuaded  I 
am  here  below  the  true  eftimate,  but  no  matter. 

Is  it  not  evident,  from  this  fuppofition,  and  from  the  principles 
we  have  been  deducing,  that  unlefs  the  banks  of  Scotland  had 
alienated  annually  in  favour  of  England,  a fund  for  paying  the  in- 
terefl  of  two  hundred  thoufand  pounds  capital,  and  either  brought 
down  the  coin,  or  given  bills  on  London  for  the  fum  of  that  capital 
every  year ; that  the  million  of  Scots  currency  would  have  been 
diminifhed  in  proportion  to  the  deficiency ; and  would  not  the  confe- 
quence  of  that  be,  c^l^ns  paribus,  to  bring  the  currency  belovz  the  de- 
mand for  it ; and,  confequently,  to  hurt  trade,  induftry,  and  alienation 

Now  fuppofing  the  banks,  iiiftead  of  providing,  in  England,  a 
fund  equal  to  this  grand  balance,  (as  I have  fakl  they  fhquld  do> 
to  remafn  in  coniternation  and  ina<5tivit)r,  giving  the  whole  of  their 
attention  to  the  providing  coin  and  bills,  to  fupply  the  demand  of 
exchangers,,  whofe  bufinefs  it  is  to  fend  out  this  annual  balance  ? 
what  will  the  Gonfequence  be  ? 

I anfwer,  that  if  the  banks,  in  fuch  a cafe,  do  not  follow  the  plan 
I have  propofed,  the  confequence  will  be,  that  two  hundred  thou^ 
Land  pounds  of  their  paper  will  be,  the  firft  year,  taken  out  of  the 
domeftic  circulation  of  Scotland ; will  be  carried  to  the  bank,  and 
coin  demanded,  for  it.  If  the  coin  is  found  in  the  bank,  it  is  well 
it  goes  away,  and  leaves  the  paper  circulation  of  Scotland  at 
^00,000  /.  This  void  muft  occafibn  applications  to  the  bank  for  ere* 
dits  to  fupply  it.  Is  it  not  then  the  intereft  of  the  bank  to  fupply* 
it  ? We  have  faid  in  the  former  chapters  that  it  is.  But  now  let  us‘ 
fiippoie  it  objected,  that  if  banks  fhould  ifllie  notes  at  fuch  a time, 
their,  cafh  having  been  exhaufted,  they  would  be  obliged  to  ftop  alto- 
gether, upon  a return  of  thofe  notes  iftiied  upon  additional  credits^ 

To  this  I repeat  again,  becaufe  of  the  importance  of  the  fubjeft^ 
that  notes  iftiied  to  fupport  the  demand  of  circulation  never  can. 
return  upon  the  bank,,  fo  as  to  form  a demand  for  coin  j and  if 
6 they 


Chap.  Xin. 


OF  POLITICAL  OECONOMY.  r8t 

they  do  renim,  it  muft  be  in  order  to  extinguifh  the  fecnrities: 
granted  by  thofe  who  have  credit  in  bank  (I  except  always  that 
regular  demand  for  coin,  at  all  times  neceflary  for  circulating  the 
paper  for  domeftic  ufes)  and'  if  thofe  notes  return  of  themfelves, 
without  being  called  in,  this  phsenomenon  would  be  a proof  that 
circulation  is  diminithing  of  itfelf:  but  fuppofing  fuch  a cafe  to 
happen,  it  is  plain  that  fuch  return  can  produce  no  call  for  coin ; 
becaufe  when  the  notes  return  it  is  not  for  coin,  but  for  acquitting 
an  obligation  or  mortgage,  as  has  been  often  repeated. 

Notes  are  paid  in,  I fay,  becaufe  circulation  has  thrown  them 
out.  Now  if  circulation  has  thrown  them  out  as  fuperfluons,  it 
never  can  have  occafion  for  coin  in  their  dead;  becaufe  coin  anfwers 
the  fame  purpofe; 

But  then  it  is  urged  that  they  do  not  return,  becaufe  circulation 
has  thrown  them  out,  but  becaufe  coin  is  wanted : be  it  fo.  Then 
we  muft  fay,  that  circulation  is  not  diminiihed,  as  we  atfirft  fup- 
pofed  r but  that  the  return  of  another  year’s  balance,  makes  a nev^ 
demand  for  coin  necelfary. 

Now  I afle,  how  the  withholding  this  200,000  /.  from  circulation; 
after  the  firft  year’s  drain,  can  prevent  the  balance  from  returning  ? 
There  are  by  the  fuppofition  dill  800,000/,  of  notes  in  the  country  ; 
will  nor  exchangers  get  hold  of  two  hundred  thoufand  out  of  this 
fund,  as  v/ell  as  out  of  the  million  ? For  he  who  owes,  muf,  pay,. 
that  is,  mufi'  circulate.  It  is  only  the  circulation  of  the  indudrious, 
of  the  rich,  in  fiiort  buying,  that  is  to  faj,  ■voluntary  circulation,  which- 
is  dopped  for  want  of  currency  : paying,  that  is,  involuntary  circulation, 
never  can  be  dopped  ; debtors  muji  find  money,  as  long  as  there  is 
any  in  the  country,  v/ere  they  to  give  an  acre  for  a fliilling,  or  a 
houfe  for  half  a crown.  Now  thofe  who  owe  this  foreign  balance* 
are  debtors  ; confequently,  they  mud  draw  200,000  /.  out  of  circu- 
lation, the  fecond  year  as  the  fird,  whether  the  dandard  million  be 
filled  up  or  not.  The  withholding,  therefore,  the  credits  demanded 
upon  the  fird  diminution,  has  not  the  lead  effedt  in  preventing  the 
demand  for  coin  the  year  following : it  only  didredes  the  country, 
imifing  exchange,  and  the  intered  of  money,  by  rendring  money 

fcarce 
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fcarcs  I and  what  is  the  moft  abfurd  of  all,  it  deprives  the  bank  of 

1 0.000  4 a year  intereft,  at  s zoopool.  which  it  may 

iiHie  anew. 

Suppofc  again,  that  afecond  year’s  demand  fora  balance  of  200,000/. 
comes  upon  the  bank : if  the  coin  is  out,  as  we  may  fuppofe  that  after 
fucli  a-  drain  it  will  not  be  in  great  plenty,  expedients  muft  be  fallen 
upon.  In  fuch  a cafe,  if  the  bank  does  not  at  once  fairly  borrow 
at  London  (without  any  obligation  to  repay  the  capital)  a fum  of 

200.000  /.  and  pay  for  it  a regular  intereft,  according  to  the  rate  of 
money,  with  an  obligation  to  pay , as  goYcrnnaent  does,  quarterly  *, 
on  the  change  of  London,  it  will  be  involved  in  expedients  which 
will  create  a monftrous  circulation  of  coin  in  the  bank,  perhaps 
double  of  the  fum  required,  and  all  thofc  operations  ¥7111  land  in  the 
end  (as  to  the  bank)  in  paying  the  intereft  of 'this  fum  out  of  the  mais 
of  its  fecuritks  or  dock.  If  the  bank  ihould  borrow  this  200,000  /; 
in  London,  in  the  manner  we  have  faid,  the  circulating  fund  of 
coin  will  be  nowlfe  diminilhed  i there  will  be  no  caU  extraordinary, 
no  riling  of  exchange  1 the  bank  will  have  this  in  its  hands ; and  if 
it  rifes,  it  is  the  hank,  not  the  exchangers  who  mull  profit  by  it. 

But  let  us  fuppofe  that  inftead  of  this,  it  ftiould  have  recourfe  to 
temporary  credits  upon  which  the  capital  is  conftantiy  demandabk, 
or  to  other  expedients  ftill  lets  effedual  for  aniwcring  the  call  which 
is  to  come  upon,  it  for  the  fecond  year’s  balance ; what  will  be  the 
comequence  ? To  this  I anfwer,  that  thofe  merchants,  or  others 
who  owe  the  balance,  wdll  apply  to  exchangers  for  bills,  for  which 
they  muft  pay  a. high  exchange;  thefe  bills  will  be  brought  from 
the  exchangers  with  notes,  (taken  out  of  circulation)  and  v/ill  rC” 
duce  this  to  do©, 000 1 the  exchangers  will  carry  thefe  to  the  bank 
and  demand  coin.  If  the  bank  fhould  make  ufe  of  an  optional 
claufe,  to  pay  in  fix  months,  with  intereft  at  y per  cent,  the  ex» 
diangers  will  obtam  fix  months  credit  at  London,  and  in  confe» 
qucfice  of  that,  their  bills  will  be  honoured  and  paid.  This  credit 

Akhougb  ths  intereft  or  dlvideods  oa  government  fecuritles  be  paid  every  half 
ysar  only,  yet  by  purchafing  partly  in  one  fund,  and  partly  ia  another  1 for  inftance, 
hdf  inptd  South  Sea  snsaities,  and  half  In  New,  purchafers  may  have  their  intereft 
p^M  Quarterly, 

cofts 
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cofts  diem  money,  which  is  added  to  the  exchange : the  bank,  at 
the  end  of  fix  months,  pays  in  coin,  which  in  the  interval  it  miift 
provide  from  London.  It  pays  alfo  fix  months  interefi;  upon  the 
paper  formerly  prefented  by  the  exchanger : add  to  the  account, 
that  bringing  down  the  coin  mull  coil  the  bank  at  lead;  1 2 fhillings 
per  hundred  pounds,  and  as  much  more  to  the  exchanger  who  re- 
ceives it  in  order  to  fend  it  back  again ; and  after  all  thefe  intricate 
operations  wdiich  have  coil  fo  much  trouble,  ill  blood,  ftagnation 
and  diminution  of  circulation,  expence  in  exchange  to  the  debtors 
of  the  balance,  firefs  of  credit  upon  exchangers  for  procuring  fo 
large  advances  with  commifiion.  Sec.  expence  to  the  bank  in  pro- 
viding coin,  expence  to  the  exchangers  in  returning  it ; after  all, 
I fay,  the  operation  lands  in  this : that  200,000  /.  of  notes,  taken 
out  of  the  circulation  of  Scotland,  returns  to  the  bank  who 
have  provided,  at  laft,  either  coin,  or  credit  at  London  for  them. 
This  return  of  200,000/.  of  notes  does  not  diminifli  the  ma,is  of 
thofe  obligations  lodged  in  the  bank,  in  virtue  of  which  they  are  cre- 
ditors upon  the  proprietors  of  Scotland  : confequently,  the  bank  has 
confdtuted  itfelf  debtor  to  England  for  thofe  funds  which  have  been 
torji  from  it  in  the  ma.nner  above  deferibed : confequently,  had  it,  by 
a permanent  loan,  conflituted  itfelf  voluntarily  debtor  to  England 
from  the  beginning,  it  would  have  paid  no  more,  may  lefs  than  it 
has  been  obliged  to  pay  ; circulation  would  not  have  loft  200,000/. 
and  the  bank  would  have  had  the  interefi:  of  200,000/.  added  to  itS' 
former  fecurities,  which  Vv'ould  compenfate  (fro  tanto  at  leaft)  the 
expence  of  borrowing  that  fum  in  England  upon  a permanent  fund-. 
Inftead  of  which  it  compenfates  the  intereft  of  a temporary  loaDj 
with  the  fame  fum  of  intereft  taken  out  of  the  fecurities  in  its  - 
hand.  If,  therefore,  from  an  ill  grounded,  fear  of  ifluing  as  much 
paper  as  is  demanded,  it  fhall  withhold  it,  there  refults  to  itfelf  a 
lots  equal  to  the  intereft  of  what  it  refufes  to  lend-,  that  is.  to  fay,, 
there  is  a lucrum  cejfans  to  the  bank  of  the  intereft  of  this  .200,000 
at  s oi'  at  10,000  /.  a year ; which  other  banking  companies 

will  fill  up,  and  thereby  extend  their  circulation.  . i. 
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If,  befides  refufing  credits,  it  fliould  call  in  any  part  of  tliofe 
-already  given,  it  Hill  diminifhes  circulation : but  then  by -that  ope- 
ration it  diminifnes  the  mafs  of  its  fecurities,  and  fo  diminhhes 
cthe  fum  of  the  intereft  annually  paid  to  itfelf.  If  it  goes  farther  and 
dxDi-rows  money  at  home,  fuch  loans  will  be  nmde  in  its  own  paper, 
which  will  diminifli  farther  the  mafs  of  circulation  5 and  if  it  goes 
x)n  recalling  the  credits  and  mortgages,  it  will-foon  draw  every  bit  of 
dts  paper  out  of  circulation,  and  remain  creditor  upon  Scotland  only 
To^r  the  balance  it  has  paid  to  England  on  her  account,  buch  are 
•the  confequences,  when  a bank  which  lends  upon  private  fecurity 
■withholds  credit,  at  a time  when  a national  balance  is  due,  and 
when  applications  are  made  to  it  for  new  credits,  to  fill  up  the  void 
of  circulation  occafioned  by  the  operations  ufed  for  the  payment  of 
■the  balance : fuch  alfo  are  the  additional  fatal  confequences,  when 
to  this  it  adds  fo  inconfiftent  an  operation  as  that  of  borrowing  m 
its  own  notes,  or  recalling  the  credits  it  had  formerly  given. 

By  the  firft  Hep  it  only  appears  paffive  in  allowing  natural  caufes 
to  deflroy  both  the  bank  and  the  nation,  as  I think  has  been  proved. 

By  the  fecond,  it  is  adive  in  defcroying  both  itfelf  and  the 

co'untry. 

•What  benefit  can  ever  a bank  which  lends  upon  private  fecurity 
-reap  by  borrowing  within  the  country  of  which  it  is  the  center  of 
eirculation ; nay,  what  benefit  can  it  ever  reap  from  withholding 
its  notes  from  thofe  who  can  give  good  fecurity  for  them ! 

Every  penny  it  borrows,  or  calls  in,  circumfcribes  its  own  profits, 
•while  it  diftreffes  the  country.  After  all  the  combinations  I have 
been  able  to  make,  I can  difcover  but  one  motive  which  (through 
41  falfe  light)  may  engage  a bank  to  this  Hep,  to  wit,  jealoufy  of 

other  banks. 

As  this  fpeculation  is  defigned  to  illuftrate  the  principles  of 
circulation,  from  circumftances  relative  to  the  prefent  ftate  of  the 
Scotch  banks.,  let  us  catt  things  by  their  names. 

The  banks  of  Edinburgh  refemble,  more  than  any  other  in  Scot- 
land, amational  bank.  Let  me  then  fuppofe  all  that  can  be  fup- 

pofed, 
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pofed,  viz.  that  the  abundance  of  their  paper  has  given  occafion 
to  leiTer  banks  to  pick  up  from  them  every  fhilling  of  coin  -^vhich 
thefe  leiTer  banks  have  ever  had  ; and  that  thefe  have  had  the 
addrefs  alfo  to  throw  the  whole  load  of  the  balance  upon  thofe 
of  Edinburgh  : let  this  be  fuppofed,  more  cannot,  and  let  us 
allow  farther,  that  this  muft  ever  continue  to  be  the  cafe.  In  thefe 
circumilances,  what  motive  can  the  banks  of  Edinburgh  have  for 
withholding  credit  from  thofe  who  are  able  to  give  fecurity  ? What 
motive  can  they  have  for  borrowing  up  their  own  notes  ? 

Indeed  . I can  account  for  this  plan  of  management  in  no  other 
way  than  by  fuppoiing,  that  difguiled  at  the  long  continuance  of 
.an  unfavourable  balance  of  tx'ade  againft  their  country,  and  vexed 
to  find  the  whole  load  of  it  thrown  upon  themfelves,  they  have 
taken  the  refolution  to  abandon  the  trade,  and  are  taking  this  me- 
thod of  recalling  their  paper  altogether. 

Let  me  fuppofe  the  contrary,  and  I ihall  not  be  able  to  difcover 

how  it  is  poiiible  that  fuch  a conduct  can  turn  to  their  owii  advan- 

■ 

tage,  throwing  out  all  confideration  of  the  public  good,  which 
for  fome  time,  no  doubt,  muft  be  greatly  hurt  by  it. 

As  long  as  any  confiderable  quantity  of  their  notes  is  in  circula- 
tion, and  that  the  principal  exchangers  refide  at  Edinburgh,  they 
never  can  avoid  the  lofs  of  paying  the  balance  ; and  by  refufing 
to  fill  up  the  void  occafioned  by  the  return  of  their  notes,  they  deliver 
the  wdiole  profit  of  replacing  them  to  the  other  banks,  their  rivals. 

Let  me  next  eftimate  the  Ioffes  they  fuftain  by  furnifiiing  coin 
to  the  other  banks,  and  for  the  payment  of  the  balance  \ and  then 
compare  thefe  with  what  they  lofe  by  not  keeping  circulation  full. 

I fhall  fuppofe  the  balance  to  coft  them  two  hundred  thoufand 
pounds  per  annum  ; and  I fhall  fuppofe  that  all  the  ieffer  banks  put 
together  have  occafion  for  two  hundred  thoufand  pounds  in  their 
chefts : Is  not  this  computation  far  above  what  can  poffibly  be 
fuppofed  ? 

Will  it  be  allow'Cd  tliat  if  the  banks  of  Edinburgh  wdllingly  fub- 
mit  to  pay  the  wdiole  of  the  bills  of  exchange  demanded  on  Lon- 
VOL.  II.  B b don, 
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for  this  balance,  they  will  have  at  leafl  the  preference  in 


replacing  that  fum  to  circulation  ? 

If  they  pay  the  balance  of  200,030/.  a like  fum  of  their  notes 
muft  come  in  to  them,  without  diminhhing  one  Ihilling  of  the 
intereft  paid  upon  the  feciirities  lodged  in  their  banks  j confe- 
quently,  the  only  lofs  incurred  is  the  difference  between  the  intereft 
they  receive,  which  is  5 fer  cent,  and  what  it  would  cofl  them  tOi 
borro^v  a like  fiim^  in  London,  and  to  remit  the  intereft  of  that: 


fum  four  times  a year. 

Now  the  value  of  a 4 cent.,  is  at  preient  about  96 1 fo  in  p^-ying 
2 oj.prr  quarter  on  the  change  of  London,  theEdinburgh  banks  may 
have  at  London  a capital  of  96  L Let  me  call  it  only  94  /.  flip- 
poling  their  credit  not  to  be  quite  fb  good  as  that  of  the  funds.. 
I think  it  as  good  to  the  full  \ and- 1 am  fure  it  is  fo»  At  this  rate, 
the  200,000  1.  will  coft  them  an  intereft  of  85.10  /.  inftead  of  the- 
1-0,000  /.  which  they  will  receive  for  the  like  fum  added  to  their  for- 
mer feciirities..  Now  I fcppo-fe  that  they  have  recourfe  to- exchangers: 
to  remit  this  intereft,.  and  that  they  pay  for  it  s per  cent,  (w^hich  h- 
an  abfurd  fiippolition,  as  they  will  have  the  exchange  entirely  in. 
their  own  hands)  and  that  they  give  all  the  bills  for  the  200,000  /.. 
at  par,  falfo  a ridiculous  fuppofition)  the  5 per  cent,  on  8510  /.  is> 
425  /.  10  which  added  to  the  intereft,  makes  8935  /.  10  fo  that 
after  all,  they  wiU  have  upon  the  whole  tranfadtion  1064  /.  10  i.. 

©f  profit. 

Next,  as  to  the  lofs  incurred  in  furniftiing  200,000  /.  to  the  other- 
banks  : If  this  coin  be  demanded  of  them  by  thofe  banks,  the  de-- 
maiiders  muft,  for  this  purpofe,  draw  200,000  /.  of  Edinburgh, 
notes  out  of  the  circulation  of  Scotland  which  I have  fuppofed; 
may  be  replaced  in  fome  little  time  by  the  Edinburgh-banks ; con- 
feauentiy,  if  this  fum  alfo  be  borrowed  at  London,  there  will  refult; 
upon  this  operation,  as  well  as  upon  the  laft,  a profit  of  1064  /.,  lor.. 
But  then  indeed  they  muft  be  at  the  expence:  of  bringing  down  the 
coin  borrowed,  at  ii  s.  per  10.0  I . becaufe  thofe  banks  will  infift 
upon  having  coin,  and  refufe.  bills  on  Londom.  This  will  coft 
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1200  /.  from  which  deduct  the  profit  of  1064  /.  10  x.  gained  bv 
the  firft  operation,  remains  of  lofs  upon  this  laft  tranfaftion  13c  /, 
I ox.  no  great  fum^.  Does  it  not  follow  from  this  reafoning,  that 
the  banks  of  Edinburgh  will  have  the  whole  bufinefs  of  exchange 
in  their  own  hands  ? Y/hat  exchanger  then  will  enter  into  compe- 
tition with  them  ? The  domeftic  tranfactions  with  the  merchants 
and  manufaclurers  of  Scotland  will  be  their  only  bufinefs.  Far- 
ther, 

Vvhat  prevents  the  banks  of  Edinburgh  to  have  offices  in  every 
trading  town  in  Scotland,  where  their  notes  may  be  regularly 
paid  on  prefentation,  and  new  credits  given  as  circulation  de- 
mands them  ? 

The  only  objeclion  I can  find  to  this  plan  of  banking,  is  the  dif- 
ficulty of  finding  credit  at  London  to  borrow  fuch  large  fums. 

This,  I think,  may  alfo  be  removed,  from  the  plain  principles 
of  credit.  If  the  banks  of  Edinburgh  enter  into  a fair  coalition, 
as  they  ought  to  do,  I think,  in  order  to  form  really  a national 
bank,  totally  independent  of  that  of  England  ; may  they  not  open 
a fubfcription  at  London,  and  efiablifh  a regular  fund  of  their 
own,  as  well  as  any  other  company,  fuch  as  the  India,  or  South 
Sea  ? By  borrowing  in  the  beginning  at  a fmall  advance  of  interefi: 
above  the  funds,  and  paying  as  regularly  as  government  does,  will 
not  all  thofe  w'ho  make  a trade  of  buying  and  felling  flock  fill 
their  loan,  rather  than  invefl  it  in  any  other  carrying  a iefs  in- 
terefl  ■ And  if  the  v/hole  land  fecurities,  and  flocks  ot  thofe 

* We  are  not  to  iuppofe  that  this  yearly  balance  of  200,000  /.  is  always  to  conti- 
nue, We  have  feen  how  ic  has  been  occafioned  by  a courfe  or  unfavourable  circum- 
ftsnces,  which  have  run  Scotland  in  debt  we  have  feen  how  the  banks  may  interpofe 
their  credit,  in  order  to  aiTift  the  country  in  paying  it ; and  v.-e  fhall  fee,  before  we  dil- 
mifs  this  fubject,  how  they  will  be  enabled  to  repay  it,  and  let  Scotland  free,  by  a re- 
turn of  a favourable  balance  upon  their  commerce.  Tet  it  then  be  remembred,  chat 
all  thofe  contractions  in  England  are  properly  the  debts  of  Scotland,  not  of  the  banks. 
Scotland,  therefore,  and  not  the  banks,  muft  be  at  aii  the  expence  thereby  incurred. 
Thefg  points  fhall  be  explained  as  we  go  along. 
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banks  at  Edinburgh  be  pledged  .for  this  loan,  will  it  not  Hand  on 
as  good  a bottom  as  any  fund  upon  earth  And  can  it  be  doubted 
but  parliament  will  encourage  fuch  a fcheme,  upon  laying  the  af- 
fairs of  Scotland  and  the  banks  properly  before  them  ? 

By  this  means  they  will  really  become  a national  bank : becaufe 
England  feems  at  prefent  to  be  to  Scotland,  what  all  the  left  of  the 
world  is  to  England.  Now^  the  bank  of  England  has  no  fuch  fund 
of  credit  on  the  continent,  that  I know  j and  were  that  country  to 
fall  into  as  great  diftrefs,  by  a heavy  balance,  as  Scotland  has  been, 
,fne  would  find  as  many  difficulties  in  extricating  herfelf  by  do- 
meftic  borrowings,  bank  circulation,  &c.  as  Scotland  has  found  by 
the  like  domeftic  expedients.  She  would  then  be  obliged,  for  her  re- 
lief, to  have  recourfe  to  a fund  opened  in  Holland,  Spam,  or  Por- 
tugal, like  to  what  I propofe  for  Scotland  with  refpea  to  England. 

I have  heard  it  alledged,  that  the  whole  diftrefs  occafioned  to  the 
banks  and  circulation  of  Scotland,  was  occafioned  by  a falfe  ftep 
taken  by  them,  fome  years  ago  ; at  the  time  when  the  lownefs  of 
the  Englifti  funds,  and  a profpea  of  a peace,  occafioned  great  re- 
mittances from  Scotland,  and  a withdrawing  of  the  large  capital 
of,  perhaps,  500,000  /.  owing  in  Scotland  to  Engliffi  perfons  of 


property. 

At  that  time,  it  is  faid,  the  banks  imprudently  launched  out  in 
giving  extenfive  credits  to  the  debtors  of  thofe  capitals,  and  to 
diofe  who  wanted  to  remit  the  funds  they  had  fecured  in  the  hands  of 
people  who  could  not  pay  them  that  this  threw  a load  of  paper 
into  circulation,  which  it  Could  not  fufpend,  being  far  beyond  the 
extent  of  it ; and  that,  confequently,  the  paper  came  back  upon  the 
bank,  produced  a run  for  coin,  which  foon  exhaufted,  in  a manner, 
all  that  was  in  Scotland  ; and  that  the  country  has  never  been  able 
to  recover  itfelf  fince. 

This  reprefentationis  plaufible,  and  has  an  air  of  being  founded 
f)n  principles:  in  order  therefore  to  ferve  as  a further  illuftration 
of  the  fubjecl  of  circulation,  I ffiall  point  out  where  the  fallacy 

lies. 
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It  is  faid  the  banks  did  wrong  in  giving  thofe  credits.  I fay,  they 
did  right ; but  they  did  wrong  in  not  providing  againft  the  con- 
fequences. 

Had  they  refufed  the  credits,  the  Englifh  and  other  creditors 
would  have  fallen  direflly  upon  their  debtors,  and  obliged  them 
to  pay,  by  a fale  of  their  lands,  at  an  under  value ; which,  I 
think,  would  have  been  an  infinite  lofs  to  Scotland.  In  this  way 
the  price  would  have  been  paid  in  bank  paper,  taken  out  of  cir- 
culation ; for  we  have  faid,  that  he  ^doho  o’Wes  ?nuji  pay,  be  the  confe- 
quence  vrhat  it  will.  This  paper  would  have  come  upon  the  banks 
at  any  rate  and  being  a balance  due  to  flrangers,  muft  have  been 
paid  by  the  banks.  The  banks  therefore  did  right  to  fupply  the 
credits  demanded ; but  then  they  might  have  forefeen  that  the 
whole  load  of  paying  thofe  debts  would  fall  upon  them ; which 
they  being  in  no  capacity  to  do,  ihould  have  immediately  pledged 
in  England,  the  interefi:  of  the  credits  they  had  given  out,  after 
fupplying  the  want  of  Scots  circulation,  and  when  the  notes  came 
in,  they  would  have  had  at  London  the  capital  of  that  interefi; 
prepared  for  paying  them  off,  and  no  inconvenience  would  have 
been  found. 

The  only  thing  then  the  bank  feem  to  have  misjudged,  was  the 
granting  thofe  credits  too  haftily,  and  to  people  who  perhaps 
would  not  have  invefted  their  funds  in  England,  had  it  not  been 
from  their  facility  in  giving  credit. 

Banks  therefore  fhould  well  examine  the  ftate  of  circulation,  and 
of  the  grand  balance,  in  difiicult  times,  before  they  give  credit. 
If  circulation  be  full,  they  may,  with  juftice,  fufpect  that  the 
credits  are  demanded  with  a viev/  of  expediency,  to  tranfport  pro- 
perty out  of  the  country,  which  othervfffe  might  have  remained. 
But  in  favour  of  circulation,  or  in  favour  of  what  might  be  exaffed 
by  foreign  creditors,  banks  never  can  misjudge  in  giving  credit  j 
becaufe,  if  they  fhould  refufe  to  do  it,  they  in  the  firft  place  incur 
a lofs  themfelves  ; and  in  the  fecond  place,  they  diminifh  the  fund 
of  circulation,  and  thereby  hurt  the  country.  Now  when,  at 

fuch 


jyo  AN  INQUIRY  INTO  THE  PRINCIPLES  BookIV.  P.2. 

fuch  times,  a credit  is  afked  or  given,  that  demand  is  a warning 
to  banks  to  prepare  ; and  by  preparing  they  are  ready,  and  no  lofs 

is  incurred.  ■ , > 

Unon  the  whole,  it  is  an  unfpeakable  advantage  to  a nation  to 

bave"^  her  foreign  debts  paid  by  her  bank,  rather  than  to  remain 
expofed  to  the  demands  of  private  foreign  creditors  ; becaufe, 
when  a bank  pays  them,  I fuppofe  her  to  do  it  upon  a loan  in  t e 
fondinv  wav.  where  the  capital  is  not  demandable  by  the  creditor; 
Whereal  when  private  citizens  are  debtors  to  ftrangers,  the  capi- 
tals are  always  demandable ; and  when  a call  comes  ^denly  and 
unexpecTedly,  the  country  is  diftreffed.  What  would  become  of 
Great  Britain,  if  all  her  debts  to  ftrangers  were  demandable  at  an;> 
time  ? It  is  the  individuals  who  owe,  in  effea,  all  that  is  due  to 
foreigners  t becaufe  they  pay  the  intereft:  but  they  pay  this  in- 
tereft  to  the  public  ; and  the  public  appears  as  the  debtor  to  a 
ftrangers,  who  have  no  right  to  exaA  the  capital,  although  the 
ftate  may  fet  itfelf  free  whenever  it  is  convenient. 

I have  faid  above,  that  after  all  the  combinations  I had  been  able 
to  form,  I could  difcover  but  one  motive  to  induce  a bank  to  with- 
hold credit  at  a time  when  it  was  demanded  for  the  ufe  of  domeftic 
circulation,  viz.  jealoufy  of  other  banks.  V/hat  my  combinations 
could  not  then  difcover,  my  inquiries  have  fince  unfolded. 

It  is  faid,  that  the  banks  finding  fo  great  a propenfity  in  the  in- 
liabitants  of  Scotland  to  coniume  foreign  manufacftures  and  pro- 
duce fell  upon  this  expediency  of  calling  in  the  old,  and  of  refufing 
•new  credits,  in  order  to  cut  oft  fuch  branches  of  hurtful  luxury 

'and  expence.  ■ n 

Could  the  execution  of  inch  a plan  prove  a reUiv.  y again  le 

vice  complained  of,  this  circumftance  alone  would  more  clearly 
demonftrate  the  utility  of  banks  upon  mortgage,  than  all  j.  a\  e 
been  able  to  fay  in  favour  of  that  eftabliftiiiient. 

\et  us  therefore  have  recourfe  to  our  principles,  in  order  to  aifi 
cover  what  influence  a bank  can  have  la  tiiis  particular. 
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■\Ve  have  diitinguilhed  between  jz^c^ry  and  ^'o/zzn/zzrj  circulation - 
the  necejfary  has  the  pay77ient  of  debts ; the  ^ooluntary  has  buying  for  its 
object. 

We  have  laid  that  he  who  owes  is  either  a bankrupt,  or  miifi  fay, 
as  long  as  there  is  a fhiliing  in  the  country. 

But  he  who  buys,  or  inclines  to  buy,  nmf  ha’ve  Tnoney,  or  he  can 
buy  nothing ; for  if  he  buys  on  credit,  he  then  falls  immediately 

into  the  former  category,  and  miifl  fay. 

By  withholding  money  for  the  ufes  of  circulation,  wdrich  banks 
may  do  for  fome  time,  buying  nmy  be  flopped ; paying  ne^er  can. 
Now  if  the  mafs  of  money  in  circulation  is  brought  fo  low,  that 


the  higher  clafles  of  the  people,  who  confume  foreign  pro- 
ducfions,  cannot  find  money  to  buy  with,  what  are  we  to  fuppofe 
will  be  the  cafe  with  manufaaiurers,  and  with  the  merchants  who- 
buy  up  their  work  ? Could  this  operation  of  the  bank  affect  the 
higher  clajfes  only,  by  curbing  their  anti-patriot  expences,  without 
affefting  the  lo%ver  clajjes,  by  curbing  their  induftiy”,  I fhould  think 
it  an  admirable  difcovery.  If  it  even  could  be  made  to  affect  thofc 
merchants  and  fhop-keepers  only,  who  deal  in  foreign  commodi- 
ties, fo  as  to  difcourage  them  from  carrying,  on  that  bufmels,  there 
would  refult  from  it  a notable  advantage. 

But  alas  ! wherein  are  they  hurt?  They  trade  in  fuclx  commo- 


dities, not  becaufe  they  are  bad  citizens,  but  becaufe  they  ai.e  rree- 
men,  and  feek  pi'ofit  wherever  the  laws  permit. 

Perhaps,  they  find  more  difficulty  than  other  people  in  forcing 
coin  from. the  bank,  as  matters  Hand:  perhaps,  they  are  loaded  with 
opprobrious  appellations  for  extorting  fuch  payments  from  the 
bank : perhaps,  their  credits  with  the  bank  are  recalled.  But  muft; 
not  thofe  who  buy  from  themi,  pay  them  ? And  muifl  not  the  bank, 
give  coin,  or  bills,  for  the  notes  they  receive,  when  prefented  for- 
payment  ? Why,  therefore,  throw  difficulties  in  the  way  ? All  the 
world  knows,  that  no  human  engine  can  prevent  a.  merchant  frona 
"laying  all  the  expences  of  his  trade  upon  the  confumer.  Coiiect.. 

the  tafte  of  the  confumers,  and  you  ma.y  flop  the  trade : no 

other 
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ether  reilraint  will  be  of  any  confequence.  But  in  order  to  correct; 
the  tafte  of  confuniers,  do  not  deprive  them  abfolutely  of  money  ? 
becauie  the  money  the  landlord  receives,  comes  from  the  farmer, 
for  the  price  of  his  grain,  &c.  Would  it  be  a good  fcheme  for 
preventing  foldiers  from  drinking  brandy,  to  cut  off  their  fubfift- 
ence-money>  Give  a drunkard  but  a penny  a day,  it  will  go 
for  liquor ; and  thofe  who  are  fond  of  foreign  clothing,  will  take 
the  price  of  it  from  their  bellies,  to  put  it  on  their  backs. 

If  this  fcheme  of  the  bank’s  withholding  credit,  proves,  at  pre- 
fent,  any  check  to  thofe  dealers  in  Englifh  goods,  it  will  be  but 
for  1 very  fliort  time.  They  have  been  taken  by  furprize  ; and, 
perhaps,  thrown  into  inconveniencies  from  an  unexpefled  change 
of  bank  management ; but  as  long  as  there  is  a demand  foi  fiicn 
commodities,  there  will  be  a fuppiy  ; and  when  people  owe,  they 

No  operation  of  a bank  can  prevent  this.  ^ 

I mull,  therefore,  according  to  principles,  difappiove  oi  this 
public -fpirited  attempt  in  the  banks  of  Edinburgh ; becaufe,  if  it 
Ihould  fucceed,  it  will  have  the  effect  of  ruining  all  the  trade  and 
induftry  of  Scotland,  in  order  to  prevent  the  fale  of  Englifh  goods  : 
and  if  it  does  not  fucceed,  which  is  more  than  probable,  from  the 
affiduity  of  other  banks  in  fupplying  credit,  it  will  have  the  effecT 
of  ruining  the  banks  of  Edinburgh  themfeives. 

This  ftep,  of  calling  in  the  bank  credits,  and  opening  a fubfcription 
for  a loan,  is  reprefented  by  others  in  a light  fomewhat  different. 

• By  thefe  it  is  alledged,  that  in  the  beginning  of  the  year  1762, 
when  the  Edinburgh  banks  withdretv  4 of  all  their  cafli  accompts, 
and  opened  a fubfcription  for  boriwing-in  their  own  notes,  at  an 
intereft  of  4,  and  even  5 fer  cent,  the  demand  for  money,  to  fend 
to  England,  was  not  occailoned  by  the  great  balance  owing  by  Scot- 
land but  to  the  high  premium  money  then  bore  at  London  ; be- 
caufe, fays  the  author  of  a letter  to  J . . . F . .....  Eiq>  publiflied 
at  that  time, 

« This  demand  ariies  from  a profit  on  carrying  money  to  Loii- 

don,  as  a commodity,  and  not  as  a balanpe  of  trade. 

It 
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It  is  not  eafy  to  comprehend  how  there  could  be  much  profit 
in  carrying  money  to  London  at  3 per  cent,  lofs  by  exchange,  from 
Scotland,  where  it  bore  5 per  cent,  intereft. 

It  is  true,  that  at  certain  times,  there  were  confiderable  profits 
made  upon  llock-jobbing ; by  which  fome  won,  and  others  were 
ruined.  I agree,  that  the  country  was  greatly  hurt  by  the  folly 
of  thofe  who  played  away  their  own  property,  and  by  the  roguery 
of  others,  who  borrowed  that  of  their  neighbours,  with  an  inten- 
tion of  gaming  at  their  rifk.  But  is  this  a vice  which  any  bank  can 
corredl,  while  it  has  a note  in  circulation?  ^ 
j If,  therefore,  it  was  a fentiment  of  patriotifm  which  moved  the 
banKs  to  fuch  a plan  of  conduct,  I fay  they  thereby  did  more  hurs 
to  induftry,  by  contraAing  circulation,  than  good  to  Scotland,  by 
attempting  a thing  which  was  beyond.their  power  to  accomplilh. 

If  they  were  moved  to  it  by  a principle  of  felf  prefervation,  I fay 
they  loft  their  aim,  by  cutting  off  their  own  profits,  which  would 
have  done  much  more  than  indemnify  them  for  the  lofs  of  borrow- 
ing at  London,  at  the  time  when  money  there  was  hardeft  to  be 
got : for  whatever  exorbitant  expence  of  exchange  gamefters  may 
incur,  to  procure  ready  money  to  play  with,  the  rate  of  the 
ftocks  at  that  time  never  was  fo  low,  as  to  airord  a profit  upon  mo- 
ney remitted  at  3 cent,  lofs  by  exchange,  v/hile  that  money  was 
bearing  ^ per  cent,  intereft  at  home, 

Tne  loweft  rate  of  ftocks  was  in  January  lyfia.  Towards  the  end 
of  that  month  3 per  cents,  fell  to  63^:  this  makes  the  value  of  mo- 
ney to  be  about  4/.  izs.  per  cent.  In  thefe  funds,  certainly,  no 
body  could  inveft,  with  profit,  mmney  fent  from  Scotland.* 

After  the  new  lubfcription  had  been  open  for  fome  time,  ferip 
indeed,  or  4 per  cent,  fell  in  this  month  fo  low  as  744.,  that  is,  mo- 
ney rofe  to  5.4  per  cent,  whereas  had  ferip  ftood  at  the  proportion  of 
the  3 per  cents,  it  liiould  have  been  worth  about  84:  but  at  the  be- 
ginning of  a war  with  Spain,  when  the  minds  of  men  w^ere  de- 
prefied,  and  filled  with  apprehenfions,  and  when  a new  loan  was 
perhaps  expeefted  at  a higher  intereft  than  ever  government  had 
^ 01—  lb  C c gh'^^i 
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given,  was  it  natural  for  people  to  be  fond  of  invefling  in  a 4 fer 
cent,  flock,  v/hich  was  to  fall  to  per  cent,  in  a few  years  ? 

Befides,  let  us  examine  the  profit  to  be  made  by  invefling  even  in 
ehat  fund.  100/.  produced  in  Scotland  pi.  intereft,  that  capital 
remitted  to  London  at  3 per  cent,  exchange,  was  reduced  to  97  /. now 
if  74.7/.  produced  4/.  the  produce  of  97  /.  would  be  about  pi.  4^. 
AYould  any  man  for  the  fake  of  4 per  cent,  advance  of  intereft-  on 
money  remitted,  ever  think  of  fending  large  fums  to  London  to  be 
iiivefted  in  a falling  flock  ? 

I allow  that,  upon  opening  fubfcriptions,  great  profit  was  fome- 
times  made  by  thofe  who  contraded  with  government,  and  who 
received  the  fubfcriptions  at  prime  coft.  But  this  profit  depended 
entirely  upon  the  fubfequent  rife  of  the  fubfcription,  when  the 
original  fubfcribers  brought  it  firft  to  market  5 as  alfo  from  the 
fmall  fums  they  had  advanced : this  operation  was  over  before  the 
end  of  January  17^2.  The  fmalnefs  of  the  fum  advanced,  upon 
which  the  profit  was  made,  and  the  miniflerial  interefl  which  was 
neceffary  to  obtain  a fliare  in  thofe  fubfcriptions,  rendred  it  ex- 
tremely difficult  for  people  in  Scotland  to  fliare  in  the  profit  by  re- 
mitting large  fums  in  the  proper  point  of  time. 

Farther,  might  not  the  banks,  in  the  Iliort  period  during  which 
fuch  large  profits  were  made,  had  they  had  the  exchange  in  their 
hands,  have  raifed  it  fo  high  as  to  fruftrate  the  attempts  of  our  Scots 
<ramefters  ? If  it  be  faid,  that  exchangers  would  have  difappointed 
them,  by  giving  it  lower ; I anfwer  in  the  negative : becaufe  to  that 
fet  of  men  exchange  will  rife,  of  itfelf,  m proportion  to  the  value  of 
money  in  the  place  to  nvhich  people  incline  to  reniit  it.  And  could  money  at 
any  time  bring  in,  at  London,  20  per  cent,  intereft,  exchange  upon 
that  place  would  rife  univerfally  in  proportion. 

The  only  motive,  not  already  mentioned,  for  fending  money  to 
Inndon  at  this  time,  under  fo  great  difadvantages,  was  the  profpedt  of 
a great  rife  upon  the  flocks,  in  the  event  of  a peace.  Upon  which  I 
obferve,  that  the  value  of  that  probability  was  included  in  the  then 
nrice  of  flock ; and  had  the  probability  of  a peace,  in  January  1762, 

been 
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been  great,  Hocks  would  have  rifen  in  proportion  : he,  therefore,  who 
veiled  his  money  in  Hock,  by  remitting  from  Scotland  at  that  time, 
Tipon  an  expedlation  peculiar  to  himielf,  I confider  as  a gameller, 
and  as  an  ignorant  gameller  too ; becaufe  he  was  giving  odds  upon 
an  equal  bett.  This  every  man  does,  who,  without  any  profpedl 
of  a profit  peculiar  to  himfelf,  pays  a high  exchange  to  bring  mo- 
ney to  a market,  where  he  buys  at  the  fame  price  with  thofe  who 
pay  no  exchange  at  all. 

From  thefe  confiderations,  I am  led  to  differ  from  the  ingenious 
author  of  the  letter  to  J.  F.  Efqj  who  fays,  “ That  in  the  prefent 
“ cafe”  (the  circumftances  operating  in  January  1762,)  “ the  de- 
“ mand”  (for  money  to  remit  to  London)  “ is  unlimited,  and  no 
“ provifion  the  banks  can  make  can  be  of  ufe ; on  the  contrary, 
“ could  they  find  a treafure,  fuppofe  of  a million,  it  would  only 

ferve  to  increafe  it ; becaufe  this  demand  arifes  on  a profit  on  car- 
“ rying  money  to  London  as  a commodity,  and  not  as  the  balance 
“ of  trade.” 


CHAP.  XIV. 

Of  optional  Claufes  contained  in  Bank  IVoies» 

AS  we  are  examining  the  principles  upon  which  banks  of  cir- 
culation upon  mortgage,  which  ififiie  notes  payable  in  coin, 
are  eftablilhed  in  Scotland,  it  is  proper  to  take  notice  of  every  cir- 
cumftance  which  may  arife  from  the  extenfive  combination  of  the 
interells  of  trade  and  circulation,  efpecially  when  we  find  fuch  cir- 
cumllances  influencing  the  political  welfare  of  fociety. 

An  optional  claufe  in  a bank  note  is  added  to  prevent  a fudden 
run  upon  banks,  at  a time  when  more  coin  may  be  demanded  of 
them  than  they  are  in  a capacity  to  pay. 

C c 2 


Banks 
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Banks  not  regulated  by  ftatute,  are  private  conventions,  in 
which  the  parties  may  include  v^hat  conditions  tliey  think  fit. 
Banks,  therefore,  may  infert  in  their  notes,  the  conditions  they 
judge  moft  for  their  own  advantage.  Thus,  they  may  either  pro- 
mife  peremptoiT  payment  in  coin  upon  demandj  or  they  may  put 
in  an  alternative,  that  in  cafe  they  do  not  choofe  to  pay  in  coin,  they 
may  pay  in  bills,  or  in  transfer  of  their  flock,  or  in  other  circulating 
paper  not  their  own  ; or  they  may  ftipulate  a certain  fpace  of  time 
after  the  demand,  with  intereft  during  the  delay.  All  thefe  alter- 
natives are  inferted,  in  order  to  avoid  the  inconvenience  of  running 
fiiort  of  coin,  and  of  being  obliged  to  flop  payment  altogether. 

We  have  faid  above,  that  the  profits  of  banks  confift  in  their  -en- 
ioying  the  fame  intereft  fox  the  notes  tney  lend,  as  if  the  loan  had 
been  made  in  gold  or  filvcr.  This  is  a very  great  objedf,  no  doubt ; 
but  the  policy  of  nations  has  eftablifhed  it,  and  theieiore  we  fiiail 
fiuppofe  it  to  be  an  uncontroverted  principle. 

Ill  which  ever  way^  therefore,  an  optional  clauR  is  inferted,  it 
Xhould  be  fuch  as  to  cut  off  all  profit  from  the  bank,  upon  all  paper 


prefented  for  payment,  from  the  time  of  prefentation ; and  every 
artifice  ufed  to  fufpend  the  liquidation  of  the  paper,  to  the  advan- 
tage of  the  bank,  and  prejudice  of  tne  bearer,  lliould  be  confideied 
as  unfair  dealing  in  the  bank,  and  prohibited  by  law. 

When  the  optional  claufe  has  no  tendency  to  procure  advantage 
to  the  bank,  in  prejudice  of  the  holder  of  the  paper  (except  fo  far 
as  the  holder  is  thereby  deprived  of  the  ufe  of  coin,  which  on  cer- 
tain occafions  cannot  he  fupplied  by  the  paper)  it  becomes  the  duty 
.of  a ftatefman  to  examine  how  far  it  is  expedient  to  fuffer  fuch 
ftipulations  to  be  inferted,  in  a money  whicn  is  catcurated  to  cairy 
on  the  mercantile  intereft  of  the  nation. 


Banks,  we  have  faid,  are  the  fervants  of  tne  public,  and  they  are 
vvell  paid  for  their  fqrvices.  Although  the  notes  iffued  by  them 
are. not  commonb/  made  a legal  tender  in  payment ; yet  the  confe- 
-uuence  of  a v/ell  eftablifiied  bank,  is  to  render  them  fo  efiential  to 
T ’ circulation. 
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circulation,  that  what  is  not  a legal  obligation  becomes  one,  in  fasl^ 
from  the  force  of  cuftom. , 

Let  us  therefore  examine  the  advantages  which  refult  to  banks 
from  this  optional  claufe,  and  the  lofs  which  refults  to  a nation 
from  their  ufe  of  it,  and  then  compare  the  advantages  with  the  in- 
eonveniencies,  in  order  to  determine  whether  or  not  it  is  expedient 
to  permit  fuch  obftrudlions  in  the  circulation  of  paper. 

The  advantages  which  banks  reap  is  confined  to  that  of  gaining 
time,  at  the  cxpence  of  paying  intereft.  The  intereft  paid  by  them  is 
an  aukward  operation.  They  receive  intereft  for  the  note  ; becaufe 
they  have  in  their  pofleftion  the  original  fecurity  given  for  the  notes 
when  they  were  firft  ifliied  ; and  they  begin  to  refund  this  intereft 
to  the  holder  of  the  note  from  the  time  they  make  ufe  of  the  optional 
claufe.  Could  the  banks,  therefore,  borrow  coin  in  a moment,  and 
pay  no  intereft  for  the  coin  which  they  pay  to  the  holder  of  the 
note,  they  would  certainly  never  make  ufe  of  this  optional  claufe. 
But  this  coin  is  not  to  be  found  in  a moment ; and  the  banks,  to 
fave  themfelves  the  trouble,  and  the  expence  of  augmenting  the 
fund  of  com,  or  of  procuring  a fund  out  of  another  country,  upon 
which  they  might  draw  for  the  payment  of  that  national  balance, 
which,  by  becoming  banks,  they  tacitly  engage  to  pay  for  the  na- 
tion, render  the  credit  of  individuals  precarious  with  ftrangers,  and 
raife  a general  diftruft  of  the  whole  fociety  which  they  ought  to  ferve. 
Here  then  is  a very  great  lofs  refulting  to  a nation  from  the  efta- 


bliihment  of  banks.  Were  no  bank  eftablifhed,  no  merchant  would 
contract  a debt  to  ftrangers,  without  forefeeing  the  ready  means  of 
difcharging  it  with  the  coin  circulating  in  the  country.  In  propor- 
tion as  this  coin  came  to  diminifti,  fo  would  foreign  contractions 
of  debt  dimmiih  alfo.  Thus  credit,  at  leaft,  might  be  kept  up, 
although  trade  might  he  circumfcribed,  and  manufactures  be  dif- 
co4faged.  Now  \vhen,  in  order  to  advance  trade  and  encourao-e 
manufa-flures,  a ftatefman"  lends  his  hand  towards  the  melting 
down  or  folid  property,  and  countenances  banks  fo  far  as  to  leave 
fnat  operation  to  them,  with  the  emolument  of  receiving  intereft 
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for  all  their  paper;  aiid  when,  in  order  to  facilitate  the  circulation 
of  this  paper,  the  very  inhabitants  concur  in  throwing  all' their 
fpecie  into  a bank,  it  reafonable  to  diidulge  banks  fo  far  as  to 
allow  them  to  add  an  optional  claufe,  which  difappoints  the  whole 
fcheme,  which  ftops  trade,  ruins  manufactures,  raifes  the  intereft 
of  money,  and  renders  the  operation  of  melting  down  property 
quite  ineffeaual  for  the  purpofes  which  it  was  intended  to  anfwer  f 
Tardier, 

The  lofs  a bank  may  be  at,  in  providing  coin,  is  fufceptible  of 
ellimation,  let  it  be  brought  from  ever  fo  diftant  a country ; becaufe 
we  know  that  the  quantity  to  be  provided,  never  can  exceed  the 
value  of  the  grand  balance.  But  who  can  eftimate  the  lofs  a nation 
TuRains,  when  an  interruption  is  put  to  carrying  on  trade  and  ma- 
uufadures  ? When  the  induftrious  clalTes  of  inhabitants  are  forced 
to  be  idle  for  a ihort  time,  the  confequences  are  hardly  to  be  re- 
paired: they  itarve,  they  defert;  the  fpirit  of  induftry  is  exdn- 
guifhed ; in  fhort,  all  goes  to  ruin. 

Befides,  when  banks  do  not  lay  down  a well  digefted  plan  for 
paying  regularly,  and  without  complaining,  this  grand  balance  due 
to  Itrangers,  they  are  forced  to  have  recourfe  to  expedients  for  pre- 
ierving  their  credit,  more  burdenfome,  perhaps,  than  what  is  re- 
.quired  of  them  ; and  not  near  fo  effeaual  for  removing  the  incon- 
•«enienc€s  complained  of. 

The  expedients  they  fall  upon  to  obtain  credit,  coin,  and  bills, 
are  fo  various,  and  fo  complicated,  that  they  alone  are  able  to  ex- 
plain them. 

Sometimes  we  fee  them  entring  into  contrads  with  private  mer- 
chants and  exchangers,  (living  among  themjelves !)  who  engage  for 
a certain  premium  to  furnifh  coin  as  it  is  demanded.  The  confe- 
quence  of  this,  is,  to  expofe  the  bank  to  a new  demand  for  coin, 
from  the  very  contractors,  in  order  to  fulfil  their  engagements  ; .an 
abufe  we  have  taken  notice  of  above  in  fpeaking  of  tl^  hank  circu- 
lation of  England. 
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Let  us  fuppofe  that  thefe  undertakers  for  coin  do  really  fet  out 
by  doing  in  part  what  banks  Ihould  effeclually  do  themfelves,  that  is, 
by  bringing  from  another  nation,  the  coin  which  thuy  are  to  fupply. 
What  is  the  confequence  > The  banks  pay  the  undertaker  for  this 
coin  in  their  own  notes.  Did  they  only  engage  to  pay  a certain 
intereft  for  the  coin  fo  provided,  then  the  end  would  be  aceom- 
plifhed,  with  tile  additional  expence  to  them  af  paying  the  under- 
taker for  his  expence,  trouble,  and  profit.  But  if  they,  infiead  of 
paying  intereft  for  the  coin  fofumifhed,  fhall  iflue  their  notes  for  ' 
the  full  value  of  it,  fuch  notes  can  never  enter  into  domeftic  circu- 
lation, fo  as  to  be  fufpended  in  it  as  it  were  ; becaufe  it  is  not  do- 
meftic circulation^ which  has  demanded  them:  they  muft  then' 
return  upon  the  bank,  either  from  the  very  hand  who  received  - 
them,  or  at  leaft,  after  a fhort  circulation ; and  thus  draw  out  again  = 
the  whole  coin  furnifhed  by  the  undertaker.  This  produces  a pro- 
digious circulation  of  coin,  and  induces  people  to  imagine--- that  t: 
either  grand  balanct  is  inexhauftible,  or  that  the  premium  Upon  - 
money  at  London  is  ver}"  high,  or  that  people  can  contrhe  a ficti- 
tious balance,  as  a means  of  profiting  upon  coin,  after  the  balance 
has  been  actually  paid 

This  method  of  providing  coin  is  abfolutely  delufive,  and  opens 
a door  to  infinite  abufe.  Thofe  who  furnifh  the  coin  to  the  bank, 
are  either  in  the  combination  againft  the  bank,  and  draw  it  out  as 
faft  as  they  throw  it  in  ; or  they  are  not  in  the  combination : if  they 
arc  in  the  combination,  they  profit  by  it;  if  they  are  not,  they  are 
liurt  by  their  contract,  and  other  exchangers  dravr  the  advantap-e  ; 
but  the  bank  is  equally  a lofer  in  both  cafes. 

Let  me  fuppofe  that  they  are  not  in  the  coinbination,  and  that 
they  honeftly  procure  the  coin  at  their  own  expence.  If  they  are 
paid  in  notes  for  the  coin  they  furniih,  we  muft  fuppofe  that  the 

* The  dinccors  of  the  bank  of  England  have  had  recourfe  to  a like  expedient  with 
as  little  fuccels.  L hey  ufed,  during  the  war,  to  buy  up,  v/ith  their  paper,  tlie  coin, 
brought  in  by  privateers  ; and  after  they  had  been  at  this  trouble,  tlie  notes  they  had  * 
given  for  it  returned  upea  them,  and  drew  it  out  again. 
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coin  they  have  procured,  is  not  in  confequence  of  a loan,  out  of  a 
credit  given  them  in  the  place  from  which  the  coin  is  fent:  for  I 
never  can  fuppofe  that  any  merchant  will  borrow  coin  upon  a lomi, 
and  lie  out  of  fo  large  a capital  while  he  has  bank  notes  in  his 
hand  to  pay  up  what  he  has  received.  If  he  has  procured  this  coin 
upon  will  not  this,  when  it  comes  to  be  replaced,  augment 

.the  grand  balance  againft  the  nation  in  favour  of  the  country  or 
city  which  granted  that  credit?  And  mull  not  that  balance  be  paid 
by  exchangers  out  of  the  coin  received  by  the  bank?  If,  therefore, 
we  fuppofe  that  the  undertaker  does  not  draw  out  the  very  coin  he 
had  juft  delivered  into,  the  bank,  will  not  exchangers  do  it  lor  him ; 
will  not  they  be  ready  with  notes,  as  foon  as  the  coin  is  lodged  in 
the  bank,  to  draw  it  out,  and  fend  it  off,  in  order  to  rurnilh  the  un- 
dertaker with  bills  to  fill  up  his  credit,  for  the  coin  he  had  received 
from  people  refiding  in  the  place  to  which  the  exchangers  nave 
fent  coin,  to  be  ready  to  anfwer  their  draughts  ? Does  this  duiei  in 
the  leaft  from  what  is  called  drawing  and  redrawing,  which  is  fui- 
ficient  to  ruin  any  man,  and  muft  not  a like  practice  luin  a uank, 
by  raffing  exchange  to  a monftrous  height  ? 

This  being  the  cafe,  the  Ihorteft  and  the  bell  method  of  prevent- 
ing fuch  abufes,  is  to  oblige  banks  to  pay  upon  demand,  in  coin  or 
bills,  at  the  option  of  the  holder  of  the  note.  This  will  force  them 
into  the  method  of  providing  them  ; to  wit,  fairly  borrowing  money 
from  nations  to  whom  we  ovv^e,  and  paying  a regular  intereft  for  it, 
without  an  obligation  to  refund  the  capital,  until  the  grand  balance 
{hall  take  a favourable  turn  ; in  which  cafe,  the  banks  will  regorge 
with  coin  drawn  from  ftrangers,  and  thefe  ftrangers  will  then  find 
as  great  an  intereft  in  being  repaid,  as  the  bank  found  in  borrow- 
ing from  them,  while  the  balance  was  in  their  favour. 

We  have  faid,  that  a ftatefoian  fliould  oblige  all  public  banks  to 
pay  regularly  upon  demand,  in  coin  or  bills,  at  the  option  of  the 
holder  of  the  note.  But  then  he  muft  facilitate  to  them  the  means 
which  he  has  in  his  power,  mf  providing  themfelves  with  the  coin, 

or  bills  demanded. 

For 
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For  that  purpofe,  he  muft,  firll,  provide  them  with  a mint,  for 
how,  without  a mint,  can  a bank  convert  into  coin  the  metals  it 
may  provide  from  other  countries  ? Next,  he  muft  put  that  mint 
under  fuch  regulations  as  to  cut  off  all  profit  from  money-jobbers, 
who  will  be  ready  to  draw  coin  out  of  the  bank  the  moment  they 
find  the  leaft  advantage  in  tampering  with  it.  In  order  to  prevent 
this  abufe,  a reafonable  rate  of  coinage  fliould  be  impofed,  accord- 
ing to  the  principles  laid  down  in  the  third  book  ; and  when  banks 
have  occafion  to  pay  a balance  out  of  the  nation’s  coin,  a drawback 
for  part  of  the  coinage  fiiould  be  given  them.  This  drawback  will 
fupport  the  value  of  the  coin,  and  the  lofs  of  the  remainder  will 
engage  them  to  export  bullion  preferably  to  coin,  when  it  is  to  be 
found  1 and  -if  no  drawback  were  given,  the  coinage  would, be 
totally  loft  to  the  bank. 

When  this  dedudion  is  given,  the  coin  muft  be  melted  down, 
and  ftamped  in  bars  at  the  mint ; both  in  order  to  prevent  frauds 
in  the  drawbacks,  and  to  difappoint  ftrangers  who  receive  it  at  the 
price  ot  bullion,  from  gaining  the  price  of  coinage  when  they  return 
it  back.  And  in  the  laft  place,  all  light  coin  iliould  be  banifhed  out 
of  circulation,  and  made  to  pafs  by  weight  for  bullion,  at  the  cur- 
rent price  of  the  market.  All  banks  fhould  both  receive  and  deliver 
coin  by  weight,  when  the  fums  are  fo  confiderable  as  to  require 
full  bags  of  coin  to  pay  them.  It  is  not  here  necefiary  to  repeat 
what  has  been  faid  upon  this  fubjecl  at  fo  much  length  in  another 
place. 


The  method  of  facilitating  to  banks  the  means  of  providing  bills 
for  the  payment  of  foreign  balances,  is,  fecondly,toaffift  them  in  pro- 
curing loans  beyond  the  diftricT;  of  their  own  circulation.  If  govern- 
ment fliall  be  fatisfied  that  the  intention  of  demanding  fuch  loans, 
is  to  enable  tne  bank  to  interpofe  their  credit  in  favour  of  the  trade 
and  indiiftry  of  thofe  who  circulate  their  paper,  amd  'who  have  no 


way  of  paying  fuch  balances,  but  with  their  folid  property  ; in  that 
cafe,  government  will,  undoubtedly,  aflift  the  bank  in  obtaining 
\ On.  II.  T)  loans 
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loans  for  fo  national  a ptirpofe,  by  declaring  the  fecurity  upon: 
•which  they  defire  the  loan  to  be  good,  and  by  becoming  anfwerable 
to  the  public  for  the  folidity  of  it.. 


CHAP.  XV. 

Of  fuhalurn  Banh  of  Circulation^  and  of  their  Cofnpetition  with', 

one  another 

WE  have  hitherto  treated  of  the  principles  which  influence! 

national  banks  of  circulation,  we  now  come  to  examine - 
fome  peculiarities  attending  banks  of  a fubaltern  namre,  which, 
for  the  mofl  part  truft  to  the  national  bank  for  all  fupplies  of  coin 
and  when  this  refource  fails  them,  they  are  thereby  involveds 
in  difiiculties  which  are  not  eafily.  got  the  better  oh,  Befides  this., 
inconvenience,  to  which  all  fubaltern  banks  are  fubjecT:,  they  are  - 
frequently  expofed  to  competition  with  one  another. 

A national  bank  enjoys  fuch- great  advantages  from  the  ftability 
of  its  credit,  and  the  regularity  of  its  operations,  that  it  is  noteafy/ 
for  any  other  private  company  to  eftablifli  themfelves  upon  the.  fame j 

.folidfyftemi  _ 

When  any  banking  company  is  eftabliflied,  which  draws  its  up-- 

port  from  amational  bank,  the  facility  of  carrying  on  the  bufmefs, 
by  fo  great  an  afliflance,  naturally  engages  other  companies  to  imi-* 
tate  their  example.  From  thence  arifes  a competition..  All  fucht 
banks  bemn  to  confider  the  circulation  of  their  own  diftria  as  their:- 
undoubted  property,  and  they  look  with  an  eye  of  jealoufy  upom 
every  note  which  does  not  carry  their  own  mark. 

The  great  point  of  their  ambition  is  to  gain  credit  with  the  na- 
tmnal  blnk ; and  could  they  obtain  of  that  company  to  receive  their  - 

XlOtCSj-- 
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notes,  or  to  give  them  credit  for  their  draughts,  in  cafes  of  neceffity, 
they  would  be  at  their  eafe  5 becaufe  the  national  bank  would  then 
be  at  the  whole  expence  of  providing  coin  and  bills,  and  they  would 
have  nothing  to  think  of,  but  to  extend  the  fphere  of  their  owm 
circulation. 

With  refpecT  to  all  thefe  fubaltern  focieties,  the  national  bank 
will  no  doubt  Ileer  an  equal  courfe.  I fuppofe  every  one  to  be 
fettled  upon  good  fecurity ; without  which  they  do  not  deferve  the 
name  of  banks. 

In  proportion  to  their  Hocks,  and  according  to  the  Hate  of  the 
national  balance,  they  may,  as  well  as  any  private  perfon,  on  manv 
occafions,  draw  confiderable  fuppiies  of  coin  from  the  national 
bank,  without  lying  under  any  obligation  to  it ; becaufe  when  ex- 
change is  low,  they  can  realize  any  part  of  their  flock  into  coin, 
out  pf  the  national  bank,  at  very  little  lofs,  excepting  the  intereft 
of  it : for  intereft  muft  always  be  reckoned  upon  every  guinea  which 
lies  in  their  cheft. 

Did  thefe  banks  conftder  one  another  in  a proper  light,  they  muft 
fee  in  an  inftant  that  the  folidity  of  every  one  is  equally  good ; be- 
caufe I now  fuppofe  them  all  Handing  upon  the  principles  of  pri- 
vate, not  mercantile  credit,  as  above  explained. 

What  benefit  then  can  they  pollibly  reap  from  their  mutual  jea- 
loufies,  from  gathering  up  each  other’s  notes,  and  coming  with  a run 
upon  one  another  from  time  to  time  ? The  confequences  of  this 
will  be,  to  oblige  themfelves  and  others  to  preferve  for  domejiic  cir^ 
adation  a larger  quantity  of  coin  than  is  neceftary,  and  thereby  to 
diminifh  their  ov/n  profit:  to  take  up  their  attention  in  providing 
againft  their  own  reciprocal  attacks,  and  thereby  neglect  the  pro- 
viding a fupply  for  that  demand  wdiich  is  indifpenfable ; to  wit, 
the  payment  of  the  grand  balance  due  to  other  nations  ; at  v/liich 
time  the  refource  of  the  national  bank  will  certainly  fail  them. 
The  managers  of  every  one  of  them  will  pretend  tliat  it  is  they  who 
are  iaddled  with  this  burden ; but  the  nature  of  the  thing  fpeaks 
for  itfelf. 
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Wherever  this  grand  balance  is  tranfacTed,  the  exchangers  refid^ 
ing  in  the  place  will  have  recourfe  to  the  bank  there  eftablifhed  ; 
and  if  there  be  more  than  one,  that  which  pays  with  the  greateft 
readinefs  will  have  the  beft  credit,  the  moft  notes  in  circulation, 
and  the  largeft  profits  upon  the  whole.  If  any  one  is  found  flow, 
or  difficult  in  paying  its  paper,  exchangers  will  be  the  more  punc- 
tual in  making  their  demand  for  payment,  and  they  will  even  be 
averfe  to  receiving  fuch  notes  from  their  correfpondents. 

Every  man  who  has  occafion  for  credit  from  a bank,  will  apply 
to  that  whofe  notes  are  the  moil  efteemed.  In  fhort,  there  will  be 
profit,  in  the  main,  to  the  bank  which  pays  the  bell,  although  I 
allow  that  at  particular  times  there  may  be  fome  additional  incom 
veniences,  unlefs  a regular  plan  be  laid  down  on  the  principles 

above  deduced. 

This  however  is  a vague  reaioning  ; becaufe  the  matter  of  fact 
is  not  known.  All  that  can  be  faid  with  certainty,  is,  that  while 


no  public  regulation  is  made  vdth  regard  to  banKing,  every  oire 
Vvfill  carry  on  the  trade  according  to  his  views  of  profit;  and  private 
animofities  between  different  companies,  will  only  tend  to  diftrefs 
the  nation  and  themfelves,  as  experience  has,  I believe,  difco- 


vered. 


If,  as  matters  ftand,  a very  great  inconvenience  refults  to  Scot- 
land from  the  w-ant  of  a communication  of  paper  credit  with  Eng, 
land,  and  if  thereby  an  exchange  of  4 and  even  5 per  cent,  has  been 
paid  for  bills  upon  London,  becaufe  all  the  coin  of  the  country  is 
locked  up  in  banks  ; I afk  what  would  be  the  confequence,  if  banks 
had  their  will  in  banifliing  from  the  circulation  of  their  own  dif- 
tricd,  every  other  notes  but  their  own  ? In  that  cafe,  we  might,  in  a 
fnort  time,  find  an  exchange  of  4 and  5 per  cent,  between  Fife  and 
Lothian,  between  Glafgow  and  Ayr,  and  fo  of  the  reft.  What  would 
then  become  of  manuf affurers,  who  could  not  difpofe  of  their  vmrk  at 
the  diftance  of  a few  miles,  without  having  recourfe  to  exchangers 
for  their  payment  ? If  fuch  an  abufe  were  once  allowed  to  creep 
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there  would  be  no  other  remedy  but  to  deftroy  banks  altogether, 
and  tlirow  the  little  coin  there  is  into  circulation. 

On  the  other  hand,  when  banks  are  in  a good  underftanding, 
wdien  they  are  eftablillied  on  folid  principles,  when  their  paper  is 
ilTued  on  proper  fecurity,  the  public  is  fafe  ; and  in  every  little  dif- 
tri<5l,  under  the  wings  of  their  OAvn  bank,  there  will  arife  a fet  of 
exchangers,  who  will  give  credit  to  merchants  and  manufadlurersj 
and  who  will  haA^e  recourfe  to  their  oAvn  bank  for  the  coin  or  bills 
neceflary  for  their  occalions.  This  Avill  natm'ally  divide  the  pay- 
ment of  the  grand  balance  among  them,  in  a due  proportion  to 
their  circulation. 

I fliall  noAV  conlider  the  principles  Avhich  may  direct  a llatefman 
to  fettle  banking  upon  mortgage  on  a proper  footing,  to  ferve  CA^ery 
national  purpofe. 


CHAP.  XVI. 

Of  fame  Regulations  proper  to  he  made  with  regard  to  national 

Banks. 

I"?  ROM  vithat  has  been  faid,  Ave  may  conclude,  that  Avere  a 
JL  national  bank  upon  mortgage,  eftablifhed  on  a plan  calculated 
to  anfwer  the  purpofes  of  the  mofc  extenfiA^e  domeflic  circulation, 
it  might  be  regulated  in  the  folloAAing  manner. 

ima.  Let  a large  flock  of  property,  of  one  fpecies  or  other,  be  pro- 
vided, in  order  to  gain  the  confidence  of  the  public,  and  let  it  be 
pledged  for  the  payment  of  all  the  notes. 

2<io,  Let  all  folid  property  intended  to  be  melted  doAvn  into  paper 
money,  be  firfl  conftituted  in  fuch  a manner  as  to  be  eafily  fold, 
and  in  the  mean  time  fecured  to  the  company,  for  their  adAunce, 

preferably 
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preferably  to  every  other  perfon,  and  let  it  be  of  a revenue  fully 
fufficient  to  acquit  the  intereft  for  ever. 

The  capitals  due  to  the  bank  muft  not  be  demandable  by  the 
bank,  as  long  as  the  intereil  is  regularly  paid. 

4/0,  Every  one  who  conftitutes  his  property  according  to  the  regu- 
lations, muft  be  entitled  to  a proportional  credit  from  them. 

Sto,  All  bank  fecurities  muft  be  pledged  in  the  hands  of  govern- 
ment for  the  intereft  of  whatever  money  the  bank  may  borrow  with 
their  confent,  beyond  the  diftricl  of  their  own  circulation. 

6to,  Government  muft  fupport  the  bank  in  proportion  to  the  extent 
of  their  funds. 

']to^  Let  bank  notes  be  payable  to  bearer,  either  in  coin,  or  in 
inland  bills  to  the  value,  or  in  a transfer  of  a correfponding  intereft 
at  — per  cent,  all  in  the  option  of  the  holders. 

Were  fuch  reguiations  eftablhhed,  the  borrowing  from  banks 
would  become  very  eafy  *,  any  man  who  is  mafter  of  his  property, 
though  incumbred  with  debts,  might  put  it  into  bank  regulation, 
might  raife  upon  it  what  fum  he  thought  fit,  with  which  all  his 
debts  might  be  paid  off ; he  might  even  give  credit  upon  it  to  thofe 
who  otlierwife  are  not  in  a fituation  to  obtain  it : for  which  credit 
given,  a profit  in  the  rate  of  intereft  might  be  allowed  to  him.  Were 
a plan  concerted  confiftently  with  the  principles  which  have  fug- 
gefted  this  general  fketch,  all  borrowing  and  lending  of  money 
would  foon  center  in  the  bank.  Securities  would  be  eafy,  and  ex- 
pence greatly  avoided. 

A national  bank,  wmen  rightly  conftituted,  may  however  be  fafely 
indulged  in  more  extenfive  methods  of  circulating  their  paper  than 
upon  land  fecurity.  The  bank  of  England  is  allowed  by  charter  to 
ifftie  notes  for  difcounting  bills  of  exchange,  it  may  trade  in  gold 
and  filver,  may  advance  money  to  government  upon  the  fecurity 
of  taxes  impofed  and  levied  within  the  year.  But  it  is  in  general 
debarred  commerce,  and  every  precarious  objedl  of  traffic.  The 
reafon  is  plain.  The  paper  it  ifiiies  becomes  the  property  of  the 
nation,  and  may  form  in  a iliort  time  the  greateft  part  of  the  cur- 
rency 
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rency  of  it.  In  fuch  a cafe,  were  the  bank  espofed  to  Ioffes  by  trade, 
or  infolvency  of  debtors  for  great  fums,  the  w^hole  credit  of  the  na- 
tion might  be  ruined,  and  all  the  lower  clafles  of  the  manufaclur- 
ing  inhabitants  undone,  before  fuch  a blow  could  be  repaired. 

Under  proper  regulations,  bank  paper  might  be  made  a legal  ten- 
der in  every  payment : in  which  cafe  it  is  hardly  poffible  that  any 
Gonliderable  demand  for  coin  fhould  ever  be  made  upon  them_,^  ex- 
cept for  the  payment  of  the  grand  balance. 

This  national  bank  may  have  different  o^ces,  in  different  cities^ 
within  the  kingdom,  and  thefe  will  make  fubaltern  banks  both, 
ufelefs  and  unprofitable.  It  might  even  be  ftipulated,  that  a certain 
proportion  of  bank  flock,  in  the  name  or  for  the  behoof  of  any 
city,  fhould  entitle  that  city  to  a proportional  part  of  the  adminiflra- 
tion  within  their  own  diflridt.  As  thefe  are  only  fpeculations,  notr 
plans,  I need  not  fet  about  removing  objedlions,  which  are  con-- 
flantly  many  and  well  grounded,  whenever  any  new  eftablifhment 
or  innovation  is  propofed.  All  I aim  at  is  to  fet  this  principle  in  a. 
clear  light,  to  wit,  that  it.  is  the  interefl  of  every  trading  ftate  tO’ 
have  a fufficient  quantity  of  paper,  well  fecured,  to  circulate  through^ 
it,  fo  as  to  facilitate  payments  every  where,  and  to  cut  off  inland- 
exchanges,  which  are  a great  clog  upon  trade,  and  are  attended, 
•with  the  rifk  of  receiving  the  paper  of  people  whofe  credit  is  but 
doubtful: 

For  this  purpofe,  I have  propofed  that  inland  bills  fhould  be  de-' 
mandable  from  the  bank  at  par,  as  well  as  fpecie. 

It  would  be  an  admirable  improvement  upon  this  fcheme,  to^ 
make  a like  regulation  as  to  foreign  bills.  However,  this  fpecu-- 
lation  is  referved  for  another  opportunity.  All  I fliall  fav,  at  prefent, 
upon  that  head,  is,  that  as  we,  have  feen  how  the  whole  national 
balance  muft  be  paid  by  banks  (who  circulate  paper  payable  in  coin 
on  demand,  and  who  confequently  mufi,  on  fome  oecafions,  draw 
the  metals  from  abroad  for  that  purpofe,  in  order  to  fill  up  the  void 
made  by  exchangers,  who  fend  them  out)  and  it  would,  I think,  be 
fhortning,  in  fome  meafure,  that  operation,  and  be  a means,  at  the . 

7, 


soS  AN  INQUIRY  INTO  TH=E  PRINCIPLES  BookIV.  P.t. 

fame  time,  of  indemnifying  the  bank  in  this  refpecft,  to  regulate 
matters  fo,  that  all  foreign  exchanges  might  be  tranfadted  there  at 
fixed  rates,  according  to  the  place  where  the  exchange  is  to  be  made, 
without  eredling  any  monopoly  for  that  purpofe  in  favour  of  the 
bank,  or  depriving  any  one  of  the  liberty  to  deal  in.exchange,  who 
can  afford  it  at  more  reafonable  terms  than  the  bank  ^ but  of  this 
more  when  we  come  to  the  dodrine  of  exchange. 


. CHAP.  XVII. 

Whe7t  and  in  what  cafe  Banks  fbould  be  obliged  to  keep  open  Books. 

\ 

IF  no  national  bank  be  eftabliflied  under  proper  regulations,  and 
entire  liberty  allowed  to  every  one  to  take  up  the  trade  who  caii 
iffue  his  notes,  I think  it  would  be  againft  alrprincipies  of  good  policy 
not  to  oblige  inch  banks  to  keep  open  books,  to  be  infpeded  regularly 
by  fome  authority  or  other ; in  order  to  fee  upon  what  fecurit}-  that 
paper  Hands,  v/hich  is  the  inltrument  of  commerce,-,  a part  of  every 
man’s  private  property,  and  which,  if  any  part  of  it  iliould  once  fail, 
either  through  the  knavery,  mifcondud,  or  misfortune,  of- a par- 
ticular  company,  would  call  a general  difcredit  upon  all  paper,  and 
be  a means  of  bringing  on  tliofe  calamities  which  we  have  fo  often 
mentioned. 

I know  the  ordinary  objedion  againft  this,  is,  the  inconvenience 
of  throwing  open  the  fecrets  and.myfteries  of  trade.  As  to  the  rnyff 
teries  of  trade,  this  point  fhall  be  examined  in  another  place. 
But  here,  I fay,  there  is  no  queftion  of  trade  in  which  any  riik  is 
implied:  and  if  any  one  can  fuppofe,  that,  at  anytime,  the  affairs 
of  a bank  are  in  fo  ticklifh  a fituacion  as  not  to  bear  infpedion,  that 
very  fuppofition  fhews  how  necellary  it  is  not  to  permit  fuch  a bank 
to  continue  this  circulation.  The  only  infpedion,  in  which  the 

public 
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public  is  interefted,  is  to  know  the  quantity  of  notes  ilTued,  and  the 
extent  and  nature  of  the  fecurities  pledged  for'\hem.  They  have 
no  bulinefs  to  examine  the  ftate  of  their  cafh,  or  of  particular 
people’s  credit.  They  may  be  without  a fhilling  in  their  colters, 
and  ftill  their  paper  be  as  good  as  if  they  had  a million.  Such  an 
infpection,  as  I propofe,  would  rather  confirm  than  fliake  their 
credit,  but  it  would  be  a means  of  preventing  them  from  launching 
' out  into  fpeculations  in  matters  of  commerce,  which  is  not  their 
diflricl  j and  from  gaming  with  national  property. 

If  it  be  faid,  that  this  infpedtion  would  lay  open  the  affairs  of 
many  private  men,  debtors  to  the  bank,  I anfwer  in  the  negative  ; be- 
caufe  no  man’s  credit  is  hurt  by  his  having  a cafh  account,  and  no 
infpedlion  is  requifite,  as  to  the  ftate  of  that  accompt  with  the  bank. 
The  credit  may  be  either  quite  full,  or  quite  exhaufted  ; this  par- 
ticular interefls  no  body  but  the  parties  themfelves  ; but  it  is  effen- 
tial  to  know  upon  what  fecurity  the  credit  has  been  given ; becaufe 
every  man  who  has  a note  of  fuch  a bank  in  his  pofleflion,  has  a 
very  good  title  to  be  informed  concerning  the  fecurity  on  which  it 
hands. 

It  is  not  fuhicient  to  fay,  that  the  holder  of  the  note,  if  he  doubts 
of  the  fecurity,  may  demand  payment.  It  is  not  here  the  interell 
of  any  individual,  but  that  of  the  public  which  is  attended  to : and 
if,  according  to  the  principles  of  common  reafon,  it  be  juft,  that  a 
creditor  fhould  have  it  in  h’s  power  to  watch  over  the  abilities  of  his 
debtor,  fo  as  to  feciire  his  payment ; certainly  itis  equally  juft,  that 
the  public  (which  I confider  here  as  the  creditor)  fhould  be  made 
certain,  that  what  is  circulating  with  as  great  facility  as  the  King’s 
coin,  contains  a real  value  in  it.  Would  it  be  a good  anfwer 
from  any  man  who  held  a piece  of  falfe  money  in  his  hand,  for 
the  life  of  circulation,  to  fkreen  himfelf,  by  alleging  that  if  it  be 
falfe,  no  body  need  to  take  it.  It  is  the  right  of  every  man  to  detect 
falfe  coin  ; but  it  is  the  right  of  government  only  to  detect  falfe  paper  . 
becaufe  law  only  can  authorife  fuch  an  inquifition.  Does  not  the 
charter  of  the  bank  of  England  eftablifh  this  right  in  government  ? 
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If  the  bank  be  confined  to  certain  particular  branches  of  folid  trade, 
where  little  rilk  is  incurred,  might  not  government  examine,  when 
neceffary,  whether  thefe  regulations  have  been  obferved ; and  how 
can  this  be  done  without  fuch  an  infipedion  as  is  here  recom- 
mended ? 


CHAP.  XV  111. 

Is  it  the  Inte'^ejl  of  Banks  to  grant  Credits  and  Cap  Accompts  to- 
Exchangers-  and  others^  who  snake  a Trade  of  fending  Cotn  out  of 

the  Coutttryf 

HE  anfwer  to  this  queftion  is  very  fliort; 

From  the  principles  we  have  deduced,  it  is  plain,  that  it  is 
both  the  office  and  intereft  of  banks  to  give  credit  to  all  who  can’  - 
give  good  fecurity  for  it. 

The  caufe  of  doubt  upon  this  queftion,  arifes  only  from  certain 
inconveniences  whicn  have  been  of  late  experienced  in  Scutland  5 . 
but  which  never  would  have  been  felt,  had  banks  attended  to  their 
true  intereft,  in  providing  funds  to  anfwer  the  demands  of  thofe 
who  are  either  obliged,  or  who  find  an  intereft  in  paying  off  what 
the  nation  owes  upon  the  grand  balance  to  foreigners. 

To  fet  this  matter  in  a clear  light,  let  me  fuppofe  that,  fome  time , 
ago,  the  banks  had  at  once  withdrawn  all  the  credits  granted  to 
exchangers  ; and  opened  a fubfcription  for  a loan  of  money,  equal 
to  what  they  might  eftimate  the  fum  borrowed  by  that  fet  of  men 
within  the  country,  for  the  fake  of  carrying  on  their  bufinefs. 

According  to  principles,  thefe  two  operations  fhould  go  hand  in 
hand  ; the  recalling  the  credits  would,  no  doubt,  have  greatly  dif- 

t-reffed  exchangers  j but  as  long  as  they  could  find  money  to 
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borrow  from  private  hands,  that  inconvenience  would  have  been 
iellened.  Befides,  I apprehend  that  the  late  cuitom  among  ex- 
changers, of  borrowing  at  4 per.  cent,  owes  its  exiflence  to  the  dif- 
ficulty they  felt  in  obtaining  extenfive  credits  from  the  bank  ; and 
if  this  be  the  cafe,  then  there  has  been  a lucrum  cejjans  to  the 
bank  of  y per  cent,  upon  the  amount  of  all  there  borrowings  ; be- 
caufe  exchangers,  I apprehend,  would  prefer  a credit  from  the  bank 
at  y per  cent,  to  a loan  at  4 per  cent,  payable  on  demand,  according 
to  the  occafions  of  thofe  who  keep  their  money  with  them. 

The  mofl  effediual  method,  therefore,  to  hurt  exchangers,  would 
have  been  to  have  recalled  all  their  credits,  and  offered  to  borrow, 
upon  the  fame  terms,  wdiat  was  lent  to  them. 

The  execution  of  fuch  a plan  would,  I think,  have  been,  i . diametri- 
cally oppofite  to  the  intereft  of  the  banks  ; 2.  would  have  occafioned 
fuch  a run  upon  exchangers,  as  to  throw  them  into  great  diflrefs ; 
and  3.  ■would  have  ended  in  the  total  ruin  of  the  trade  of  Scotland. 

That  fuch  a plan  is  diametrically  oppofite  to  all  principles  of 
banking,  I fuppofe,  is  by  this  time  fufficiently  underftood. 

That  it  would  have  occafioned  a run  upon  exchangers,  is  pretty 
certain : becaufe  however  good  their  credit  might  be,  it  mufi;  be 
acknowledged  to  be  inferior  to  that  of  the  banks  ; and  therefore  no 
body  would  prefer  them  for  debtors,  to  the  bank,  upon  the  fame 
-terms. 

The  third  confequence  is  as  evident,  upon  a fhort  refieclion,  as 
the  other  two.  The  run  upon  the  exchangers  would  have  obliged 
them  to  make  a call  upon  all  the  merchants  and  dealers  in  Scot- 
land, to  whom  they  gave  credit : for  which  purpofe,  and  for  which 
alone,  they  find  an  intereft  in  borrov/ing  at  fo  high  an  intereft  as 
4 per  cent. 

The  call,  then,  made  by  the  exchangers  upon  their  debtors,  is 
neither  more  or  lefs  than  a call  upon  the  money  employed  in  the 
trade  of  Scotland. 

Now  we  have  faid,  that  whoever  owes  mu/l  pay.  The  merchants 
of  Scotland  owe  to  exchangers  ; the  latter  are  preffed  by  their  cre- 

E e 2 ditors, 
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ditors,  and  mufi  pay  with  what  they  have,  which  confifts  in  money 
only : when  that  is  exhauiled,  they  mult  fhut  up  fhop.  They  again 
call  upon  the  merchants,  who  mnfl  pay  with  what  they  have. 
This  confifts  in  goods,  and  in  the  manufacdures  of  Scotland  i and 
thefe  they  muji  fell  at  any  price.  There  may  not  be  time  fufficient 
to  export  with  advantage.  To  whom  then  muft  they  fell?  To 
people  within  the  country,  who  have  no  money  to  buy  with  j be- 
4;2^i;}fe  credit  is  withheld  by  that  body  which  only  can  give  it.  I 
conclude  with  the  old  faying  of  the  law, 

Unutn  quodque  eodetn  modo  Jolvitur  quo  coUigettum 
The  beft  method  to  eftablilh  credit  in  an  induftrious  nation,  is  a 
bank  properly  regulated : and  the  beft  methods  to  ruin  it  eifeaually, 
when  eftabliftied,  are  the  inconliftent  operations  of  fuch  a hank. 


CHAP.  XIX. 

Application  of  the  Principles  above  deducedy  towards  forming  the 

Policjt  of  Circulatioh. 

ROM  the  principles  above  deduced,  there  arife  three  principal 
objects  of  attention. 

The  firft,  the  circulation  of  paper  for  domeftic  ufes.. 

The  fecond,  the  method  of  providing  coin  for  that  purpofe. 

The  third,  the  method  of  paying,  foreign  balances. 

Thefe  three  objefts  are  ahfolutely  different  in  their  nature,  and 
they  are  influenced  by  different  principles.  The  confequence  of 
blending  them  together,,  is  to  render  the  fubjeff,  which  is  abun- 
dantly intricate  in  its  own  nature,  ftill  more  dark  and  perplexed. 
What  is  to  follow  has  no  relation  to  any  plan  propofed  for  execution ; 
it  is  only  intended  as  a farther  illuftrationof  the  general  principles 
which  influence  this  branch  of  my  fubjecT:. 

inio  As  to  the  circulation  of  paper  for  domeftic  ufe. 
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It  has  been  faid,  that  the  great  utility  of  banks  of  circulation 
upon  mortgage,  was  to  facilitate  the  melting  down  of  folid  pro- 
perty ; in  order  to  enable  every  one  who  has  property,  to  circulate 
the  capital  of  it  for  the  advancement  of  induftr}^. 

For  this  purpofe  he  comes  to  a bank,  pledges  the  capital  he  wants 
to  melt  down,  and  receives  for  his  obligation,  bearing  intereft,  paper 
money  which  bears  none. 

This  paper  money,  I fuppofe  to  be  as  folidly  fecured  as  the  prin- 
ciples of  private  credit  can  make  it.  I fuppofe  the  bank  to  be  efta- 
bliflied  by  authority,  according  to  the  regulations  already  men- 
tioned, and  the  notes  made  a legal  tender  in  every  payment  of 
domejlic  debts  j by  which  I underftand  debts  payable  within  the  country 
From  thefe  data,  I fay,  that  the  regular  method  by  which  the  bank 
fliould  acquit  the  obligation  in  the  notes,  is  by  refloring  the  fecu- 
rity  granted  at  illuing  the  notes,  if  they  be  returned  by  the  debtor 
in  it ; or  by  a transfer  of  a fum  of  intereft  equivalent  to  the  notes, 
if  they  are  prefented  by  any  other.  All  farther  obligations  laid 
upon  banks  to  pay  in  coin,  or  inland  bills,  is  only  an  equivalent 
expecTed  from  them  in  lieu  of  their  great  profits 

When  paper  ifliied,  for  domefiic  circulation  returns  to  a bank,, 
were  it  not  for  the  profits  on  their  trade,  I fee  no  reafon  why  a 

* It  muil  here  be  obferved,  that  in  every  country  where  there  is  a national  coin  efta- 
blifhed,  it  is  abfolutely  neceflary  to  conned  with  it  the  denominations  of  the  paper; 
m order  to  affix  a determinate  value  ter  thefe  denominations.  This  may  eafily  be  dons 
without  implying,  as  at  prefent,  an  obligation  on  the  bank  ta  realize  into  coin  every 
bit  of  paper  in  circulation. 

The  intereft^  therefore,  of  the  credits  given  by  the  bank,  may  be  demandable  from: 
the  debtors  in  coin  ; and  the  transfers  of  intereft  made  by  the  bank,  to  thofe  who  bring, 
in  notes  for  payment,  may  allb  be  demandable  in  coin  from  the  bank. 

Theft  payments  will  bear  a fmall  proportion  to  the  paper  in  circulation,  as  intereft 

muft  be  very  low  ; and  coming  at  fixed  terms  of  payment,  provifion  will  eafily  be  made 
for  them. 

This  regulation  will  fopport  the  coin  of  the  country,  and  as  the  inte-refi  of  all  the 
paper  becomes  demandable  in  coin,  theintrinfic  value  of  die  £»/rr#wiIl  efredualiy  fup- 
port  the  value  of  the  capital. 


bank 
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bank  flioald  pay  in  any  other  fpecies  of  property  than  what  it 
received ; and  if,  by  the  intereft  they  receive  for  their  notes,  they 
are  abundantly  indemnified  for  ail  the  difference  between  paying 
in  coin  and  in  transfer,  I think  the  public  would  be  a gainer  to  dif- 
penfe  with  that  obligation  in  lieu  of  an  abatement  of  intereft  5 which 
would  be  an  advantage  to  commerce,  not  to  be  counterbalanced  by 
the  other. 

Farther,  the  biifiiiefs  of  providing  coin  is  totally  different  from- 
that  of  fupporting  domeftic  circulation it  is  founded  on  different, 
principles ; it  requires  men  of  a particular  genius  to  condud  it  • the 
difficulties  to  be  met  with  are  not  conftant;  and  therefore  cannot 
form  a regular  branch  of  bank  adminiftration. 

2 do,  The  method  of  providing  coin  for  domeftic  circulation  is  the 
bufmefs  of  mints,  not  of  banks. 

I have,  in  the  third  book,  treated  very  fully  of  the  dodrine 
of  coin,  and  of  mints.  I have  ffiewn  the  difference  between  mo- 
ney, wdlich  is  the  fcak  for  reckoning  'value,  and  coin,  which  is  certain 
denominations  of  money,  realized  in  a proportional  weight  of  the  precious 
metals.  I have  fliewn  how  neceffary  a thing  it  was  to  impofe  the 
price  of  coinage  upon  the  metals  manufadured  into  coin:  and 
I have  faid,  that  it  was  inconfiftent  with  all  principles,  to  allege 
that  the  mmtals,  when  coined,  fliould  thereby  acquire  no  additional 

%"alue. 

The  expence,  therefore,  of  providing  the  metals  fliould  be  throivn 
upon  tliofe  who  want  coin ; and  the  mint  fliould  be  obliged  to  con- 
vert gold  and  filver  into  coin,  upon  the  demander’s  paying  the 
coinage. 

This  coin  loaded  with  the  price  of  coinage,  never  will  be  fent 
abroad  to  pay  a foreign  balance  ; never  will  be  locked  up  in  banks, 
•which  will  have  little  occafion  for  it.  It  will,  therefore,  remain  in 
circulation,  and  ferve  thofe  purpofes  for  which  the  inhabitants 
think  fit  to  employ  it. 

This  coin,  I fay,  never  will  be  exported,  as  long  as  any  uncoined 

metals  can  be  found  in  the  country : and  if  upon  a national  diftrefs 

‘ it 
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it  is  thought  fit  to  facilitate  the  exportation  of  it,  the  fiate  may  fas 
we  obferved  above)  appoint  the  mint  to  receive  it  back,  in  order  to 
melt  it  down  into  ingots,  damped  with  the  mark  of  fterling,  repay- 
ing to  the  bearer per  cent,  of  the  coinage. 

Ztio,  The  trade  of  paying  oif  foreign  balances  will  then  become 
a paiticular  oranch  of  bufinefs  : of  which  we  £hall  treat  more  at 
large,  when  we  come  to  examine  the  principles  of  exchange. 

All  that  is  neceflary  to  be  faid  in  this  place,  is  to  recal  the  prin- 
ciple we  have  mentioned  above,  viz.  that  when  a nation  cannot 
pay  in  her  metals,  manufactures,  and  natural  produce,  what  fiie 
owes  to  firangers,  fiie  mull  pay  in  her  folid  property  j that  is,  Ihe 
Hiull  mortgage  the  revenue  of  fuch  property,  for  a capital  horro’wed 
out  of  the  country,  which  capital  file  mull  employ  for  the  payment  of 
her  foreign  debts. 

This  operation  then  Ihould  be  performed  by  a regular  and  fylle- 
matic  plan. 


CHAP.  XX. 

ObjeEiions  to  this  DoSirine.  ■ 


HAT  banknotes  can  never  be  received  as  fpecie,  but  from 
a perfuafion  that  they  may  be  exchanged  for  it  on  demand. 

To  this  I anfvver,  tha.t  it  is  fufficient  they  be  received  as  value*; 
and  that  they  anfvver  every  purpofe  in  carrying  on  alienation.  The 
ufe  of  mmey  is  to  keep  the  reckoning  between  parties,  who  are  fol- 
vendo.;  the  ufe  of  fpecie  or  coin  is  to  avoid  the  inconvenience  of 
giving  credit  to  perfons  who  perhaps  may  not  be  fo. 

^ When  merchants  make  delivery  in  accompt,  they  then  give  cre- 
dit to  their  cullomers : when  they  fell  for  bank  bills,  they  give 
credit  to  the  bank : when  they  are  paid  in  coin,  they  give  credit  to 


\ 


no- 
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no  body ; becaufe  they  receive  the  real  value  in  the  coin.  Where 
then  is  Ihe  difference  between  receiving  the  real  value  and  receiv- 
ing an  obligation  for  it,  concerning  the  validity  of  which  every  one 

in  the  country  is  perfectly  fatisned  ? ^ -ti 

Is  there  a merchant,  in  any  country  m the  world,  who  will  fell 

one  farthing  upon  an  hundred  pounds  cheaper  to  a perfon  who 
navs  in  coin,  than  to  another  who  pays  in  good  papen  unlefs  the 
Ltrinfic  circumftances  of  the  country  Ihould,  at  that  time,  give  an 
advanced  price  to  the  metal  of  which  the  com  is  made. 

Money,  we  have  faid,  ought  to  be  invariable  in  its  value : com 
never  can  be  fo,  becaufe  it  is  both  monej  and  merchandize  : money, 
with  refpect  to  the  denomination  it  carries  by  law ; merchandize, 

with  refpeCt  to  the  metal  it  is  made  of. 

But  it  is  urged,  that  if  I have  coin  I may  pay  any  where  within 
the  commercial  world,  at  the  expence  of  tranfportation,  and  m- 

furance.  I grant  this  to  be  true.  ^ ^ r j 

But  I anfwer,  that  the  principal  ufe  of  coin,  is,  not  to  fend 
it  out  of  the  country ; but  to  keep  accompts  clear  among  inhabi- 
tants within  the  country.  If  there  be  a variation  m the  value  of 
coin,  according  to  circumftances,  that  variation  muft  affect  the  in- 
habitants in  their  tranfaclions.  No  one  can  gam  upon  this  com, 
without  fuppofmg  a relative  lofs  to  fome  other,  whether  they  per- 
ceive it  or  not.  Muft  not  this  difturb  all  reckoning  ? Muft  it  not 
difturb  prices  ? Since  at  different  times,  I may  be  paying  the  fame 
denominations  of  coin  for  the  fame  commodity ; and  yet  be  paying, 
really,  more  value  at  one  time  than  at  another.  Is  not  then  the 
moft  invariable  money  the  beft  calculated  for  the  intereft  of  trade, 
and  profperity  of  manufacbures  ? Whence  arife  complaints  againft 
paper  money,  and  regrets  for  want  of  coin  ? They  iffue  from  thofe 
who  both  wifti  to  profit  of  the  rifing  value  of  the  metals  contained  in 
the  coin,  and  who  endeavour  to  perfuade  the  public,  that  its  inte- 
reft, and  not  their  own,  is  their  object. 

Wftiat  a trifle  is  a foreign  balance,  let  it  be  ever  fo  great,  com- 
-.ired  with  the  whole  alienations  of  a country  ! Is  it  reafonable  to 
^ difturb 


Chap.  XX.  OF  POLITICiiL  OE  CO  NO  MY.  217 

difturb  the  harmony  of  all  domeftic  dealings,  in  order  to  furnilli  an 
opportunity  to  a few  clear-iighted  people,  who  can,-  upon  fome  occa- 
lions,  profit  of  the  flucbtiatirig  value  of  the'  fubftance  of  which  the 
coin  is  compofed,  to  the  prejudice  of  the  ignorant  ? If  the  country 
owes  a balance  to  other  nations,  let  it  be  paid:  nothing  fo  juft; 
nothing  fo  eflential  to  the  interoft  of  the  country  which  is  the  debtor. 
If  the  precious  metals  are  the  moft  proper  vehicles,  as  I may  fay,  for 
conveying  this  value,  let  them  be  procured  and  fent  off  ; but  never  let 
us  fay,  that  becaufeyc^z^'  of  our  money  77iay  be  made  of  that  metal, 
that  all  our  money  ftiould  be  made  of  it ; in  order  that  tliofe  who 
tranfail  the  balance  may  have  an  opportunity  of  fending  our  metals, 
away  with  greater  eafe,  and  thereby  of  depriving  us  of  the  means  of 
carrying  on  alienations  among  ourfelves.  Let  every  one  that  has 
coin  fend  it  away : nothing  can  be  more  juft ; nothing  more  con- 
fiftent  with  principles : but  let  him  fend  it  away  as  a maTiufaciure  - 
carrying  in  its  bofom  the  price  of  making  it,  which  he  has  paid,- 
and  for  which  his  foreign  creditors  will  make  him  no  allov/ance. 

Eschangeis  run  to  the  coin  of  the  nation,  for  paying,  with  the. 
leaft  expence  to  themfelves,  the  balance  they  are  about  to  tranfact. 
When  that  refource  is  cut  off  by  the  impolition  of  coinage,  the  na-. 
tion  will  preferve  at  leaft  her  darling  fpecie  ; and  then  exchangers, 
wilhbe  obliged,  by  the  beft  of  all  compulfions,  their  own  interefc,. 
to  think  of  other  expedients;  bullion,  manufactures,  and  natural 
produce.  And  when  all  thefe  come  to  fail,  a regular  plan  muff  be 
laid  down,  and  authorifed  by  government,  for  obtaining  credit  in 
other  countries,  by  mortgaging  the  revenue  of  the  folid  property 
of  the  kingdom ; according  to  the  principles  we  ihall  difcover  wduen 
wc  come  to  treat  of  exchange. 
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CHAP,  XXL 


H(m  hy  a return  of  a favourable  Balance  the  Bank  may  he  enable(^ 
to  pay  off  the  Debts  due  to  Foreigners^  and  thus  deliver  the  Nation 

from  that  Burthen, 

r E have  faid,  that  the  banks  in  contraaing  debts^  and  mort-^ 


V¥  gaging  the  property  of  Scotland  to  ftrangers,  for  the  pay- 
ment of  a grand  balance^  really  afted  as  the  guardians  of  the 
public,  by  interpofing  their  credit,  and  by  conftituting  themfelves 
as  debtors  for  the  'whole ; taking  for  their  relier,  proportional  fecu^ 
rities  upon  the  eifeas  of  individuals. 

We  have  alfo  pointed  out  how,  by  this  operation,  the  mafs  of 
bank  fecurities  comes  to  be  greatly  augmented. 

Before  the  payment  of  any  balance  for  the  behoof  of  Scotland,, 
the  fecurities  in  the  hands  of  the  bank  can  only  be  equal  to  the 
notes  in  domeftic  circulation,  and  accumulated  profits  thereon.  Let 
this  be  called  (A).  In  proportion  as  theie  notes  come  back  upon 
the  bank,  in  a demand  for  bills  to  pay  balances,  in  the  fame  pro 
portion  is  there  a fum  of  fecurities  added  to  the  former  mafs- 
(granted  upon  new  credits  given  for  filling  up  the  void  thereby 
occafioned  to  circulation)  which,  quantity  I ihall  call  (B); 

(A)  then  reprefents  the  fecurities  equivalent  to  the  notes  in  cir- 
culation. 

(B)  reprefents  the  fecurities  equivalent  to  the  debts  contracted  by 
the  bank  in  favour  of  ftrangers. 

Now  let  us  fuppofe  trade  to  become  favourable ; or  that  the  inte- 
reft  of  the  money,  which  the  natives  had  fent  abroad,  to  inveft  in. 
foreign  countries,  begins  to  flow  hack:,  what  will  be  the  efledt  of 
this  ? 

I fay,  that  this  balance  will  be  paid  to  Scotland,  either  in  coin,  or 
in  the  metals,  or  in  produce,  or  in  manufadlures,  or  in  bills. 


In 
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In  CA'er}’-  cafe,  it  mult  be  fuppofed  to  be  bevond  the  confumptioii 
of  Scotland ; otherwife  it  -will  not  be  a balance  in  their  favour, 
V/hatever  part  of  it,  therefore,  proves  to  be  beyond  the  confumptioii 
of  Scotland,  will  be  turned  into  money.  This  money  mult  either 
confift  in  the  metals,  or  in  foreign  bills.  If  it  confift  in  the  metals, 
it  will,  if  coined,  fill  up,  pro  t-anto,  a part  of  circulation ; this  will 
make  a proportional  part  of  bank  paper  return  upon  the  bank,  and 
extinguifh  a proportional  part  of  their  fecurities  ; which  we  have 
called  (A).  But  then  there  will  be  more  coin  in  circulation  than 
formerly;  confequently,  more  coin  will  enter  into  payments  made 
to  the  bank  than  formerly.  But  we  mull  fuppofe,  that  before  this 
favourable  turn  of  commerce,  there  was  coin  enough  both  in  the 
bank  and  in  the  country  for  the  ufes  of  domefiic  circulation ; con- 
fequently, the  bank  will  fend  oft  this  fuperfluity  of  coin,  and  'with 
it  they  will  refund  a part  of  the  debt  they  formerly  contraciled. 

Through  all  this  chain  of  reafoning,  we  mufl;  always  fuppofe 
the  money  in  circulation  to  be  a determinate  fum ; otherwife  the  fuper- 
adding  this  foreign  balance  in  coin  will  not  occafion,  as  we  have 
faid,  a return  of  a proportional  part  of  the  bank  paper. 

In  the  next  place,  let  us  fuppofe  this  favourable  balance  to  confift 
in  foreign  bills,  upon  London,  Amflerdam,  See.  Thefe  will  be  dif- 
counted  by  the  bank,  and  notes  ilfued  for  them.  The  bills  will  be 
fent  off  by  the  bank,  in  order  ftill  to  extin guilh  a part  of  what  is 


owing  to  foreigners.  Thefe  notes,  again,  being  fuperfluous  to 
circulation,  which  we  fuppofe  to  be  full,  will  return  upon  the  bank 
and  ftill  diminifh  the  mafs  of  (A). 

By  thefe  operations  we  fee  how  (A)  will  be  conftantiv  diminifm 
ing ; but  then  in  the  fame  proportion  we  fee  hotv  the  mafs  of 
foreign  debts  will  alfo  be  diminifhins::  confeotientlv  wbirh 
was  engaged  for  them,  will  be  returning  to  be  the  free  propertv  of 
the  bank ; and  as  we  fuppofe  no  variation  upon  the  fum  in  circu- 
lation, we  may  confider  this  as  a fort  of  converfion  of  ( B)  into  (A\ 
and  v/hen  all  (B)  Ihali  be  thus  converter  into  (A\  then  tlie  debt 
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formerly  contracted  by  tha  bank,  in  favour  of  Scotland,  will  be 
totally  paid  off  by  the  fame  method  (only  inverting  the  operations) 
by  which  it  was  contracted ^ 


C H A P.  xxin 

Of  Banks  of  Circulation  eftablifhed.  on  mercantile.  Credit. 

I HAVE  examined,  with  all  the  care  I am  capable  of,  the  nature  o£'- 
banks  calculated  for  the  melting  down  of  folid  property,  and. 
converting  it  into  paper  for  the  ufe  of  circulation.. 

The  nature  of  fuch  banks  is  but  little  known  in  countries  where 
they  have  not  been  ellabliilied,  and  a diftincT  account-of  them  may 
fuggeft  hints,  which  in  time  may  prove  ufefuli 

Pec^le  who  do  not  employ  their  thoughts  on  the  theory  of  trade 
and  credit,  are  apt  to  overlook  objecls  of  real  utility ; and  thofe  who 
do,  have  feldom  the  opportunity  of  being  informed  of  the  cuRoms 
of  different  nations.  Were  my  experience  greater^  or  had  I more 
opportunities  to  dive  into  the  receffes  of  this  great  objea,  the  work 
1 now  prefent  to  the  public  would  better  defert^e  its  attention. 

I now  proceed  to  a deduClion  of  the  principles  upon  which  are 
founded  thofe  banks  which  are  principally  calculated  for  the  ufe  of 
commerce  ; and  as  the  ground-work  of  my  inquiry,  I fhall  trace 
fome  of  the  principal  operations  of  the,  bank  of  England. 

The  eftabliihment  of  this  great  company  was  formed  about  the 
year  1694.  Government  at  that  time  having  great  occafion  for 
money,  a fet  of  men  was  found  who  lent  to  it  about  1,200,000/. 
Rerling,  at  8 per  cent,  for  the-  exclulive  privilege  of  banking  for  1 3 
ye'ars ; with  this  additional  claufe,  that  4000  /.  fferling,  per  annum, 
ihould  be  given  them  to  defray  the  expence  of  the  undertaking* 

This 
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This  fam  of  1,200,000/.  ilerling,  was  the  original  bank  flock.  It 
has  been  fince  increafed  to  11,000,000  /.  by  farther  loans  to  governs- 
ment,  for  the  prolongation  of  their  privileges  ; as  has  been  taken 
notice  of  in  the  1 6th  chapter  of  the  fecond  part. 

This  flock,  as  in  banks  of  eircnlation  upon  mortgage,  is -only  to 
bexonfidered  as  a fubfidiar}^  fecurity  to  the  public  for  the  notes  they 
ifliie : were  it  the  principal  and  only  fecurity  for  their  paper,  this 
bank  would  then  be  founded  on  the  principle  of  public,  not  of 
mercantile  credit ; under  which  laft  denomination  we  are  going  to 
point  out  in  what  the  nature  of  it  differs  fromthofe  we  have  already 
explained. 

It  is  a rule  v/ith  the  bank  of  England  to  iffue  no  notes  upon  mort- 
gage, permanent  loan,  or  perfonal  fecurity.  The  principal  branches 
of  their  bufinefs  may  be  comprehended  under  four  articles,  viz. 
2.  The  circulation  of  the  trade  of  London:  2.  The  exchequer  bu& 
nefs  of  Great  Britain:  - 3;, /The  paying, the  interefl  of  all  the  funds 
transferable  at  the  bank : 4.  Their  trade  in  gold  and  filver.  I fhall 
now  fhortly  explain  the  nature  of  thefe  four  great  operations  ; and 
firfl  as  to  the  circulation  of  the  trade  of  London- 

When  we  fpeakof  the  circulation  of  trade,  we  underfland  the  cir-^ 
dilation  of  money  paid  on  the  account  of  tradCi 

The  great  occupation  of  the  London  merchants  engages  them  to 
fimplify  their. bulinefs  as  much  as  pofhble.  For  this,  they  commit 
to  brokers  every  operation  whnch  requires  no  peculiar  talents  or  in- 
genuity in  the  merchant  himfelf ; and,  for  alike  reafbn,  they  com- 
mit to  the  bank  and  private  bankers  the  care  of  their  xafh. 

A Scots  merchant  begins  by  drawing  money  from  the  bank,  for 
which  he  pays  interefl  r a London  merchant  begins  by  putting 
money,  into  the  bank,  for  which  he  draws  no  interefl  at  all. 

A London  merchant,  therefore,  can  give  no  order  upon  the  bank, 
unlefs  at  a time  when  he  has  money  lodged  in  it.' 

If  he  has  occafion  for  money  at  any  time,  he  fends  to  the  bank 
the  bills  he  has,  before  they  become  due,  and  the  bank  difcounts 
them  at  certain,  rates,  according  to  their  nature. 
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If  it  be  a foreign  bill,  the  bank  in  difcounring  it,  retains  of  the 
Turn,  at  the  rate  of  4 per  cent,  per  annum,  for  the  time  the  bill  has  to 
run ; but  if  the  bill  be  at  a longer  day  than  60  days,  they  will  not 
* uifcount  it.  So  in  this  cafe,  the  merchant  mmil  keep  his  bill  until 
it  is  within  days  of  the  term  of  payment. 

The  reafon  for  this  is  evident ; the  fecurity  upon  which  fuch 
bills  Hand,  is  purely  mercantile.  The  nearer,  therefore,  the  pay- 
ment is,  the  lefs  rilk  the  bank  incurs  from  the  failure  of  thofe  who 
are  bound  in  it. 

The  intention  of  this  operation  of  difcounting  bills,  is  plainly  to 
employ  the  calh  in  the  bank  in  a way  to  draw  an  intereft  for  it? 
but  as  merchants  allow  their  money  to  lie  dead  for  as  fhort  a time 
as  they  ^poffibly  can,  the  bank  mull  have  quick  returns  for  what 
they  advance  upon  difcount,  in  order  to  be  conllantly  ready  to  an- 
fwer  all  demands.  This  is  no  lofs  to  the  bank,  and  a prodigious 
advantage  to  trade,  as  I lhall  briefly  explain. 

The  bank  is  conftantly  receiving  cafli  from  every  perfon  who 
keeps  their  calh  with  it.  This  occafions  a conftant  fluctuation  of 
payments,  which  of  courfe  mult  leave  at  all  times  a confiderable 
fum  of  other  people’s  money  in  the  bank;  becaufe  it  never  is  in 
advance  to  any  one. 

By  long  practice  in  the  trade,  this  fum  of  money  becomes  deter- 
minate : let  us  call  it  the  average-money  in  the  hands  of  the  bank. 
It  is  then  with  this  average-money  alone,  that  the  bank  can  dif- 
count bills.  Now  if  the  trade  of  London  does  aliord  bills  to  be 
uifcounted  at  different  dates  within  60  days,  fufficient  to  abforb  the 
whole  average-money  of  the  bank,  appropriated  for  difcounting ; 
this  branch  of  bufinefs  would  not  go  forward  with  the  celerity  re- 
quired for  the  trade  of  London,  did  the  bank  indulge  merchants 
fo  far  as  to  difcount  at  a longer  day. 

From  this  we  learn  another  reafon  why  the  bank  of  England  dif- 
counts  no  bill  which  has  more  than  60  days  to  run.  The  firfl, 
mentioned  already,  is  for  the  greater  fecurity  of  payment ; and  the 
fecond,  which  we  now  difcover,  is  in  order  to  be  able  to  difcount 
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■ more  bills  than  otherwife  they  could  do,  did  they  difcount  at  a 
longer  day. 

As  I am  here  upon  the  fubjecl;  of  difcounting  bills  of  exchange 
by  the  bank  of  England,  an  operation  it  has  in  common  with  all 
the  private  bankers  in  the  capital,.  I muft  anfwer  a queftion  I have 
frequently  heard  propofed.- 

How  it  happens,  that  in  a city  of  fo  great  trade  as  London,  it  is 
poffible  that  people  fhould  be  found  even  among  merchants,  who 
allow  tlieir  money  to  remain  in  the  hands  of  bankers  vhthout  inte-^ 
reft  ; when  in  Scotland,  a place  of  fo  little  trade,  intereft  may  always* 
be  got  for  money  for  the  ihorteft  time  i 

The  anfwer  to  this  queftion  is  to  be  derived  from  the  very  prin- 
ciples of  trade  itfelf. 

The  money  which  merchants  have  either  in  the  hands  of  the: 
bank,  or  of  bankers,  though  very  coofiderable  at  all  times,  is  in; 
perpetual  fluctuation:  it  cannot  then  he  lent  to  any  but  a banker,, 
who  would  confent  to  pay  intereft  for  the  fums  in  hand.  But  no 
fuch  banker  can  be  found,  nor  ever  will  be  found,  until  ail  the- 
bankers  in  London  confent  to  fuch  a regulation.  The  reafon  is 
plain.  One  principal  ufe  the  bankers  make  of  the  average-money 
in  their  hands,  is  the  difcounting  of  bills.  Who  then  could  pay- 
intereft  for  money,  and  difcount,  in  competition  with  others-  of  the- 
fame  trade,  who  have  it  for  nothing  ? 

But  fuppofe  the  bank,  and  all  the  bankers  in  town,  fhould  come 
to  the  refolution  of  giving  intereft  for  the  money  in  their  hands, 
what  would  be  the  confequence  ? 

I anfwer,  that  upon  fuch  an  alteration,  difcount  would  rife  above 
the  prefent  rates,  to  the  great  prejudice  of  the  trade  of  the  nation ; 
and  bankers  would  lend  the  money  in  their  hands  upon  a more 
precarious  fecurity  for  the  fake  of  a higher  intereft. 

Ail  the  landed  men  who  refide  in  London,  and  many’’  other  wealthy 
people,  not  concerned  in  trade,  conftantly  keep  their  money  either 
in  the  bank,  or  in  fome  banker’s  hand,  vzithout  intereft : this  en- 
ables bankers  in  general  to  difcount  foreign  bills  3.t  a- ^er  crnt.  as- 
6 has 
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-has  been  Paid,  even  when  the  rate  of  intereft  is  rather  above  that 
flandard.  This  is,  as  it  were,  a contribution  from  the  rich  and  idle, 

in  favour  of  the  trade  of  the  nation. 

Let,  therefore,  gentlemen  who  have  much  idle  money,  think  of 
any  other  expedient  than  that  of  obtaining  intereft  for  it,  from 
thofe  who  diicount  bills  in  London.  Not  one  of  them  can  afford 
to  do  it,  and  thrive  by  his  bufinefs ; and  the  hurt  which  would 
refult  to  trade  in  general,  will  conftantly  be  a fufficient  bar  againft 
a general  refolution  for  that  purpofe. 

What  has  been  Hid,  will,  I hope,  prove  fatisfadory  as  to  the  refo 
lution  of  the  queftion  above  propofed,  fo  far  as  regards  London.  It 
remains  to  he  anfwered,  how  thofe  who  fupply  the  place  of  hankers 
in  Scotland,  and  even  the  banks  therafelves,  can  afford  to  pay  inte- 
reft for  any  fum  put  into  their  hands  for  a fhort  time. 

I anfwer,  that  as  to  the  Scotch  exchangers,  as  we  have  called 
them,  the  profits  on  their  trade  admit  of  borrowing  money  at  inte- 
reft, which  that  of  the  bank  of  England  and  private  bankers  can- 
not do.  If  thefe  laft  can  gain  4 or  5 per  cent,  by  difcounting  of  bills, 
it  is  all  they  can  honeftly  expect : every  other  employment  of  the 
money  in  their  hands  is  precarious,  either  as  to  the  fecurity  or 
promptitude  of  calling  it  in,  to  anfwer  the  demands  which  are^ 
made  upon  them, 

' As  to  the  Scotch  banks,  we  have  feen  how  diredly  contrary  to 
all  principles  itfs,  to  borrow  money  in  Scotland.  How  itdimi- 
niffies  the  profits  upon  their  own  trade,  and  hurts  the  circulation  of 
the  country;  but  although  it  diminiflies  their  profit,  it  carries 
along  with  it  no  pofitive  lofs  to  them,  as  would  be  the  cafe  with  a 
London  banker,  who  -would  pay  intereft  for  all  the  money  in  his 
hands,  when  he  never  can.  drav/  any  back,  except  for  that  part 
which  we  have  called  the  average. 

Every  London  banker  is  obliged  to  have  a certain  fum  of  cafli 
conftantly  in  his  cheft,  the  intereft  of  wliich  would  be  all  loft,  did  • 
he  pay  for  it  • whereas  the  exchangers  in  Scotland  never  have  a 
ffrilling  by  them  ; and  when  any  demand  is  made  upon  them,  they 

draw 
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draw  ihe  money  from  the  banks,  in  confequence  of  their  credit  by 
cafh  accompts. 

Befides  foreign  bills,  which  the  bank  of  England  difcounts  at 
4 per  cent,  they  alfo  difcount  inland  bills,  and  notes  of  hand  be- 
tween merchants  in  London,  at  y per  cent. 

The  inland  bills  to  be  difcounted  at  the  bank  mnft  all  be  payable 
in  London.  The  bank  calls  in  no  money  from  any  dillant  quarter 
of  the  kingdom. 

As  the  difcounting  of  notes  of  hand  between  London  merchants 
might  operate  the  fame  effect,  as  if  the  bank  fhould  advance  them 
money  upon  perfonal  fecurity,  in  cafe  the  notes  were  drawn  for 
obtaining  credit,  in  place  of  paying  money  really  due  between 
the  merchants,  in  the  courfe  of  bulinefs,  the  clerks  of  the  bank 
keep  a watchful  eye  over  this  branch  of  management,  and,  by 
examining  the  reciprocal  draughts  of  merchants  between  them- 
felves,  they  ealily  acquire  a knowledge  of  the  ftate  of  their  affairs, 
and  are  thereby  enabled  to  judge  how  far  it  is  expedient  to  launch 
out  in  difcounting  either  the  notes  or  bills  wherein  they  are  con- 
cerned. 

I Ihall  not  pretend  to  affign  a reafon  why,  in  the  price  of  difcount, 
the.  bank  makes  a difference  of  i per  cent,  between  foreign  and  in- 
land bills  of  exchange.  It  may  either  be  an  indulgence  and  encour- 
agement  to  foreign  trade ; or  it  may  be  upon  the  conlideration  of 
the  better  fecurity  of  foreign  bills,  which  commonly  pafs  through 
feveral  indorfations  before  they  arepffered  to  be  difcounted  at  the 
bank. 

I come  next  to  the  circulation  between  the  bank  and  the  ex- 
chequer. 

The  bank  of  England  is  to  the  exchequer,  what  a private  perfon’s 
banker  is  to  him.  It  receives  the  calh  of  the  exchequer,  and  an- 
fwers  its  demands. 

comes  to  the  exchequer  from  the  amount  of  taxes.  The 

two  great  branches  of  which  are  the  excife  and  cudoms.  To  explain 
VOL.  II.  n o- 


226  AN  INQUIRY  INTO  THE  PRINCIPLES  Book  IV.  P.  2. 

tills  ODcrstion  witli  the  more  diicinctrielsj  I fhsli  ts.he  the  ex3.iiiple 
of  the  excife. 

The  excife  is  computed  to  bring  in  annually  from  London,  and 
-the  fifty  two  colkaions  over  ail  England,  nett  into  the  exchequer, 
above  four  and  a half  miliions  fterling. 

The  fifty  two  collectors  fend  the  amount  of  their  collections  to 
London  eight  times  a year,  almoji  entirely  in  hills.  As  the  fame  may 
be  faid  of  the  remittances  of  all  the  other  taxes,  we  may  from  this 
Girciimftance  obferve  by  the  way,  that  London  alone  mud;  confcantly 
owe  to  the  country  of  England  a fum  equal  to  all  the  bills  drawn 
upon  it;  that  is-  to  fay,  to  all  the  taxes  which  the  country  pays; 
a circumilance  not  to  be  overlooked,  from  which  many  things  may 
be  learned,  as  will  be  taken  notice  of  in  the  proper  place. 

The  bills  fent  by  the  fifty  two  coliedtors,  are  drawn  payable  to 
the  commiilioners  of  excife ; they  indorfe  them  to  the  receiver ' 
general ; he  carries  them  to  the  bank  as  they  fall  due,  and  gets  a 
receipt  for  the  amount ; this  receipt  he  carries  to  the  exchequer, 
who  charge  it  in  their  account  with  the  bank,  and  deliver  tallies  to 
the  receiver  general  for  the  amount  of  his  payments  ; thefe  tallies 
he  delivers  to  the  commifliemers  of  excife,  who  enter  them  in  their 
book  of  tallies.  This  operation  is  performed  once  every  week,  and 
ferves  asadifeharge  from  the  eommilIk>ners  to  the  receiver  general. 

The  bank,  again,  keeps  an  account  with  the  exchequer,'  -which 
is  fettled  once  every  day,  by  two  clerks^  who  go  from  the  bank  to 
the  exchequer  for  that  purpofe.  When  coin  is  wanted  by  the  ex- 
chequer, for  payments  where  bank  notes  will  not  anfwer,  the  com 
is  furnifhed  by  the  bank ; when  paper  will  ferve  the  purpofe,  paper 
is  iffaed. 

Befides  this  operation  in  the  receipt  of  taxes,  the  bank  advances 
to  government,  that  is  to  the  exchequer,  the  amount  of  the  land  or 
other  taxes  impofed,  which  are  to  be  levied  within  the  year.  This 
y/e  fee  is  a loan  upon  g&vernment  feciirity  for  a Jhort  term,  quite  confiftent 
with  the  principles  upon  which  the  bank  is  eftablHhed.  The  large 
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funis  the  bank  is  conftantly  receiving  of  public  money,  and  the 
great  ailiilance  it  obtains  from  thence  in  carrying  on  the  other 
branches  of  their  trade,  enable-  it  at  prefeiit  to  make  advances  of 
money  to  government  at  3 per  cent.  It  obferves  the  fame  rule  with 
refpecd:  to  the  great  companies  of  the  Eaft  Indies,  and  South  Sea, 
for  the  fame  reafon : but  no  advances  are  made  to  private  people  % 
and  in  difeounting  of  bills  and  notes  of  hand,  the  regulations  above 
mentioned  are  adhered  to. 

Thus  the  whole  amount  of  taxes  is  poured  into  the  bank,  in  die 
manner  we  have  been  deferibing. 

The  bank  alfo  keeps  the  transfer  books  of  all  the  funds  nego- 
tiated at  the  bank  ; and  out  of  the  public  money  in  its  hand,  it  pays 
the  intereft  of  thofe  debts,  for  which  government  allows  to  the 
bank  a fum  proportionate  to  the  expence  of  that  branch  of  ma- 
nagement. 

When  the  bank,  as  a company,  lends  to  government  upon  a per- 
manent fund,  the  capital  whereof  is  not  demandable,  this  operation 
is  foreign  to  their  bufincfs  as  a bank,  aiid  is  conduced  by  the  com-  ’ 
pany,  as  an  article  of  management  of  their  private  property. 

Let  us  now  examine  by  what  channels  their  notes  enter  into  cir- 
culation, and  the  fecurity  upon  which  they  Hand. 

Yv'hen  iiliied  in  tne  difeount  of  bills,  they  iland  upon  the  prin- 
ciples of  mercantile  credit,  and  depend  upon  the  goodnefs  of  the 
bills  difcounted.  When  ilhied  upon  the  faith  of  taxes  to  be  paid 
Witiiiii  the  ysax,  tiiey  ftand  upon  tne  lecurity  of  that  payment 
which  is  of  a very  complex  nature,  as  any  one  may  perceive.  As 
long  as  the  inhabitants  of  England  confume  escifeabie  goods,  the 
excife  will  be  paid as  long  as  trade  goes  on,  cuftoms  will  be  paid: 
and  as  long  as  government  fubfifts,  the  collateral  fecurity  of  the 
Hate  will  ferve  to  make  up  all  deficiencies  in  the  amount  of  taxes. 

fecurity,  therefore,  can  be  better  than  the  notes  of  the  bank  of 
England,  while  government  fubfifts.  The  lodes  that  great  company 
meet  with  from  bad  debts,  I am  informed,  are  very  iaconfiderable. 
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The  greateft  rilk  the  bank  runs,  is  in  difcounting  bad  bills  ; but 
by  the  extent  of  their  bufmefs  in  this  branch,  and  by  circulating  the 
cafh  of  all  the  merchants  who  keep  accounts  with  them,  they  ac- 
quire fo  perfect  a knowledge  of  the  Rate  of  their  affairs,  that  it 
rarely  happens  that  any  one  can  fail  for  very  confiderable  fums, 
without  the  bank’s  having  a previous  notice  of  it.  A hidden  lofs 
may  no  doubt  happen,  without  a poflibility  of  being  forefeen ; but 
the  matter  of  fa<ft  proving  that  their  lofles  upon  bad  bills  are  in- 
confiderable,  we  may  thence  infer,  tiiat  there  is  but  little  myflery 
to  the  bank,  with  regard  to  the  credit  of  London  merchants. 

I come  now  to  the  laft  branch  of  their  management,  to  wit,  their 
trade  in  gold  and  filver. 

For  the  circulation  of  bank  notes,  coin  is  neceflary.  We  have 
feen,  in  treating  of  the  Scotch  banks,  how  coin  is  brought  in : to 
wit,  in  confequence  of  all  the  payments  made  to  the  bank,  in 
which  there  muff  be  a proportion  of  coin  equal  to  what  is  found  in 
common  circulation.  What  is  not  paid  in  coin,  comes  in,  in  their 
own  notes,  which  are  thereby  taken  out  of  the  circle ; and  confe- 
quently  make  place  for  a fubfequent  fupply,  which  iffues  in  the 
manner  we  have  defcribed. 

In  times  of  peace,  and  a favourable  balance  of  trade,  the  bank 
fuffers  little  by  the  obligation  it  is  under  to  pay  in  coin,  except  fo 
far  as  the  great  confufion  of  the  prefent  currency  affords  an  occa- 
fion  to  money-jobbers  to  meltdown  the  new  guineas.  The  extent 
of  this  traffic  I am  no  judge  of,  and  the  bank  no  doubt  has  an  inte- 
reft  in  preventing  it  as  far  as  the  laws  have  provided  a remedy 
againfl  it.  • 

But  when  large  payments  are  to  be  made  abroad,  the  diftrefs  of 
the  bank  is  no  doubt  very  great. 

In  Scotland,  the  banks,  upon  fuch  occafions,  are  totally  drained 
of  coin.  They  have  no  market  for  the  metals  ; becaufe  they  have 
no  mint  to  manufaclure  them  into  coin.  It  is  different  with  refpedt 
to  the  bank  of  England  j their  diflrefs  proceeds  from  another 
caufe. 
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• The  exportation  of  the  heavy  guineas  in  time  of  war,  and  of  a 
w-rong  balance  upon  the  trade  of  England,  leaves  circulation  pro- 
vided with  a light  currency,  in  which  the  bank  is  obliged  to  pay 
their  notes  ; and  the  intrinfic  value  of  the  gold  in  which  they  pay, 
regulates  the  price  of  the  metals  they  are  obliged  to  buy  at  market. 
If  they  provide  them  themfelves  from  abroad,  they  muft  pay  the 
price  of  them  in  bills  of  exchange.  But  then  the  lightnefs  of  the 
currency  at  home,  finks  the  value  of  the  pound  fterling,  as  it  raifes 
the  value  of  the  ounce  of  gold  and  filver.  So  the  only  confiderable 
lofs  they  incur,  is  in  providing  the  metals,  which  mull  ever  be 
confiderable,  fo  long  as  the  old  guineas  remain  in  circulation. 

The  lofs  upon  coining  lilver  is  Hill  greater  than  upon  gold ; be- 
caufe,  belides  the  lofs  incurred  by  reafon  of  the  lightnefs  of  the 
gold,  the  metals  in  the  filver  and  gold  coin  of  Great  Britain,  are 
not  proportional  to  the  value  they  bear  in  the  London  market, 
where  they  have  been  bought,  as  has  been  fufficiently  explained 
already  in  another  place  *. 

It  is  with  great  diffidence  that  I propofe  an  expedient  to  a company 
fo  knowing  in  the  arts  and  fcience  of  trade,  for  preventing,  in  a great 
meafure,  this  lofs  in  providing  the  metals  for  the  ufe  of  circulation. 
The  bank  is  direfted  by  long  experience,  and  by  a knowledge  of 
many  fac^s  and  circumllances  hid  from  me  ; and  which,  therefore, 

I cannot  combine  into  a theory  founded  chiefly  upon  reafOn. 

The  expedient  I propofe  has  been  pointed  out  in  the  preceeding 
parts  of  this  inquiry,  and  I only  recapitulate  it  briefly  in  this  place, 
to  re  cal  it  to  mind  while  we  are  on  the  fubjecT  of  the  bank  of  Eng- 
land. 

Firft,  then,  while  the  coin  is  of  unequal  weight,  the  value  of  the 
currency  never  can  be  permanently  the  fame.  Did  the  -bank  feri- 
oufly  fet  about  forming  a plan  for  the  reformation  of  the  coin,  I 
have  no  doubt  but  government,  as  well  as  the  voice  of  the  nation, 

would  go  along  with  it  in  fonvarding  the  execution  of  fo  noble  a 
deflgn. 

* See  Book  HI.  Chap.  2 1 . Queft.  7. 
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The  fecond  ftep  I would  recommend,  is  that  government  IhoiAd 
enable  the  bank  to  eftablifli  a fund  in  Holland,  Antwerp,  Ham- 
burg, and  perhaps  at  Cadiz  and  Lifbon,  for  borrowing  (though  at 
a high  intereft)  fums  of  money  equal  to  what  may  be  due  by  Eng- 
land to  the  continent  upon  certain  emergencies. 

I cannot  pretend  to  lay  down  any  plan  for  this  operation ; but  I 
proceed  upon  this  principle:  that  if  on  like  occafions  the  BritiOi 
government  can  find  credit  to  borrow  fo  large  fums  for  the  ufes  of 
war,  at  a very  moderate  intereft,  forely  the  bank  of  England  may 
jniitate  her  example  for  the  ufes  of  traue  5 and  nad  fiie  a ciedit 
abroad,  upon  which  fhe  could  draw,  I think  it  mull  follow,  that 
the  coin  of  the  nation  might  be  kept  at  hom.e. 

I have  been  an  eye  witnefs  to  large  fums  in  new  Englifli  guineas 
thrown  into  the  melting  pots  of  the  Dutch  inints,  for  the  fmall 
profit  of  lefs  than  i per  cent,  gained  by  coining  them  into  ducats. 
A fmall  duty  impofed  upon  coinage  in  the  Englifli  mint,  would 
prevent  this  praftice  abroad  ; and  then  Fritifli  coin  v/ould  come 
fafe  back  again,  upon  every  return  of  a favourable  balance  on  their 
trade.  At  prefent  it  comes  home  in  bullion,  which  the  bank'miifi: 
buy  dear ; the  fate  mufi;  coin  at  a confiderable  expence  ; and  the 
bank  after  all  mull;  give  it  to  circulation  at  the  mint  price,  which 
is  many  per  cent,  below  prime  coll,  as  matters  have  flood  for  feveral 
years. 

From  this  review  of  the  conftitution  of  the  bank  of  England,  and 
t)f  the  principles  upon  which  it  is  founded,  we  may  difcover  how 
impofiible  it  is,  that  banks  upon  mortgage  and  private  credit,  can 
ever  receive  any  confiderable  aliiftance  from  it ; and  how  groimd- 
lefs  all  infinuations  concerning  its  jealoiify  of  fuch  companies 
muft  he. 

A more  natural  object  of  its  jealoufy  is  that  of  the  London  bankers, 
who  carry  on  a trade  iimilar  to  its  own,  in  many  refpecTts,  and  who, 
in  the  courfe  of  their  bufmefs,  draw  from  it  very  larve  quantities 

V O'  i» 

of  coin. 
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This,  however,  oceahoxis  no  ill  will  on  the  part  @f  the  bank. 
The  trade  of  London  requires  the  affiftance  of  all  the  bankers  there, 
as  well  as  of  the  bank.  Were  it  otherwife,  the  bank,  by  difcount- 
ing  bills  at  a lefs  profit,  might  foon  oblige  them  to  ihiit  up  fhop. 
hi  this  view  of  the  matter,  the  drawing  coin  from  the  bank  cannot 
be  prevented. 

The  bankers  call  for  no  more  than  their  bufinefs  requires.  Could 
the  bank,  therefore,  circulate  the  whole  trade  of  London,  the  con- 
fequence  would  be,  to  ifilie  as  much  coin  as  at  prefent:  and  the 
eoin  which  ifliies  from  bankers,  like  to  that  which  iihies  from  the 
bank,  if  it  be  for  the  ufes  of  domeftic  circulation,  returns  to  the 
bank  in  proportion  as  it  iflues : and  if  it  be  for  payment  of  a foreign 
balance,  the  bank  knows  well  that  the  expence  of  providing  for 
ihat^  mufi  land  upon  it,  in  Ipite  of  every  method  to  prevent  it. 

I mull;  now  explain  tne  difference  between  the  effeffs  produced 
upon  the  circulation  of  coin,  by  the  operations  of  banks  eftablifhed 
upon  mortgage  and  private  credit,  and  by  thofe  of  the  bank  of 


England,  which  we  have  faid  to  be  eftablilhed  upon  mercantile 
fecurity. 

The  confequence  of  a bank  upon  mortgage,  is  to  fill  the  nation 
with  paper  money,  and  to  reduce  the  quantity  of  coin  to  the  lowefi: 
fum  poliible.  For- the  truth  of  this  propofidon,  I appeal  to  the  es- 
perience  of  Scotland,  and  of  Rome,  where  ba.nks  upon  mortgage,  and 
moveable  pledges,  are  found  eftablifiied.  From  thefe  fachs,  and  from 
the  principles  of  their  conftitution,  which  is  to  melt  down  property 
into  money,  k follows,  that  when  the  credit  of  fnch  money  is  well 
eftablilhed,  the  coin,  which  is  the  money  of  the  v/orld,  will  be 
employed  in  trading  with  the  world,  and  the  paper,  which  is  the 
money  of  the  fociety,  will  be  employed  in  trading  with  the  fociety.  . 

The  Gonfequence  of  this,  is,  that  when  the  balance  of  trade  runs 


agamfi;  a country  where  banks  upon  mortgage  are  eftablifhed,  the 
coin  fiift  goes  out ; and  when,  by  borrowing,  it  can  be  brought  back, 
the  intereft  paid  for  the  coin  borrowed,  adds  an  additional  balance 
againft  tne  country,  until  the  whole  revenue  of  it  becomes  the 
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property  of  other  nations.  From  this  we  may  conclude,  that  the 
eftablifhment  of  fuch  banks  is  as  dangerous  a weapon  in  the  hands 
of  an  idle  nation,  as  an  extenfive  credit  is  to  the  family  of  a young 
fpend  thrift. 

But  let  us  conlider  the  confequences  of  fuch  banks  to  an  induf- 
trious  people,  who  preferve,  upon  the  average  of  their  trade,  a fa- 
vourable balance  with  other  nations. 

The  coin,  then,  goes  out  to  return,  and  ferves  as  a check  upon 
the  courfe  of  exchange.  I here  fuppofe  proper  regulations  in  the 
mint,  and  an  entire  liberty  to  export  coin.  Permitting  the  exporta- 
tion of  coin  where  you  have  a mint,  for  paper  to  fupply  its  place, 
and  a favourable  balance  on  your  trade  to  bring  it  back,  is  like 
eftablilhing  two  fhops  for  the  courfe  of  exchange.  If  the  exchanger 
will  not  ferve  trade  at  the  price  of  tranfportation  and  infurance,  the 
coin  will  do  it  for  him. 

In  fuch  a country,  a bank,  properly  eftablifhed,  will  find  great 
profit  upon  the  intereft  of  their  notes,  notwithftanding  of  the  obli- 
gation to  provide,  at  all  times,  the  quantity  of  coin  necefiary  for 
circulation.  All  the  great  obje(5ls  of  trade  will  then  be  fulfilled  j 
the  reft  muft  be  left  to. the  operation  of  political  cauies. 

If  the  balance  of  the  trade  of  fuch  a country  fhould  have  the  effedl 
of  bringing  in  an  addition  of  coin,  which,  becaufe  of  the  paper, 
would  become  unneceftaiy  for  circulation  ; this  coin,  or  the  value 
of  it,  will  either  be  added  to  their  ftock  in  trade,  or  will  be  lent  to 
other  nations.  This  is  the  cafe  of  the  Swifs:  they  are  an  induftrious 
and  a frugal  people ; they  receive  annually  from  their  trade,  and 
from  the  fervice  of  their  citizens  in  many  countries  in  Europe,  a 
conftant  addition  to  their  wealth,  more  than  their  trade  demands, 
which  they  lend  to  their  neighbours  ; by  thefe  means  they  increafe 
the  revenue  of  the  fociety ; and  this  increafe  has  elFeAs  almoft 
fmiilar  to  an  extenfion  of  their  territory;  becaufe  it  is  a means  of 
increafmg  their  population  beyond  the  proportion  of  the  natural 
produce  of  their  lands ; and  the  food  they  import  from  Germany 
and  other  countries,  is  paid  with  the  money  which  arifes  from  the 
4 intereft 
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intereft  of  what  they  have  lent  abroad.  All  thefe  operations  are  the 
conieqnences  of  credit  and  circulation. 

In  a country  where  a mercantile  bank  is  ellabliflied,  the  melting 
down  of  property  is  greatly  circumferibed ; and  confequently  coin 
becomes  more  neceflary. 

AVe  have  often  faid,  that  a circulating  value  (money)  mufl;  con- 
ftantly  bear  a proportion  to  alienation.  Circumftances  will  deter- 
what  proportion  of  coin  and  what  proportion  of  paper  will  be 
neceffary  for  carrying  it  on.  Thefe  circumftances,  under  banks  of 
circulation  upon  mortgage,  multiply  paper  fo  much  that  little  coin 
is  required. 

Let  us  now  examine  how  far  the  paper  of  a mercantile  bank,  like 
that  of  England,  tends  to  fupply  the  demand  of  circulation. 

Were  no  bank  eilablifhed  at  London,  all  bills  would  be  paid,  or 
difeounted  in  coin. 


The  bank,  therefore,  melts  down  into  paper  money  all  the  bills 
difeounted  by  them,  and  throws  it  into  circulation. 

Il  alfo  melts  down  into  paper  all  the  fums  it  advances  either  to 
government,  or  to  the  great  trading  companies.  In  this  relpecl  it 
acTs  upon  the  principle  of  banks  upon  mortgage. 

It  alfo  melts  down  into  paper  ail  the  intereft  upon  the  public 
funds  difeounted  at  the  bank.  All  this  fum  of  paper  ilfues  from 
the  bank  into  the  city  of  London,  and  proportionally  fupplies  the 
circulation  of  that  great  capital. 

Let  us  next  examine  how  this  paper  can  find  its  way  into  the 
country  of  England,  there  to  fupply  the  ufe  of  coin. 

The  whole  confumption  of  London  for  meat,  beer,  fire,  and  an 
infinity  of  articles  of  manufaAure  for  domeftic  ufe  and  foreign 
exportation,  comes  from  the  country  of  England. 

Did  the  country  owe  nothing  to  London,  the  fums  due  forthofe 
commodities  would  be  fent  into  the  country  in  the  current  circula- 
tion of  London,  which,  by  what  we  have  feen,  abforbs  a very 
large  quantity  of  paper. 


But  we  have  faid  above,  that  the  whole  amount  of  taxes,  almoft, 
is  remitted  to  London  in  bills : this  could  not  be  the  cafe,  were  not 
VOL.  II.  H h the 
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tlie  capital  conftantly  indebted  to  the  country.  This  circumPcance 
confines  the  circulation  of  bank  notes  chiefly  to  London,  and  fome 
other  cities,  to  which  the  inhabitants  of  London  refort,  and  whi' 
ther  they  carry  in  their  pockets  the  money  of  the  capital,  viz.  bank 
notes.  For  thefe  reafons,  bank  notes  can  never  be  common  in  the 
country;  and  if,  at  any  time,  a fcarcity  of  currency  there,  proves 
hurtful  to  induftry,  the  defea  cannot  be  remedied  but  by  eftablifli- 
ing  banks  of  circulation  upon  mortgage  in  the  principal  towns  of 

England.  ' 

It  may  be  here  objefied  that  fucli  a regulation  in  England,  where 
there  is  already  fo  great  a bank  fettled  on  different  principles,  might 
draw  along  with  it  the  following  hurtful  confequences,  viz. 

imo,  By  multiplying  the  circulation  of  paper  it  would  fend  off  the 
coin. 

•zdo,  The  taxes  would  be  paid  in  this  paper,  which  could  not  be 
received  at  the  bank  of  England,  and  that  would  throv/  the  whole 
nation  into  confufion. 

To  which  I anfwer,  i . That  if  the  com  were  fent  off,  it  would 
return,  as  has  been  faid,  while  the  trade  of  England  flourifhes : and 
2.  That  this  new  bank  paper  coming  in  place  of  the  coin,  would 
no  more  be  fent  to  London  than  coin  is  fent-  now.  The  debts  due 
by  the  country  for  taxes,  would  be  compenfated  by  the  reciprocal 
debts  due  by  London  for  fubfiftence,  &c.  and  the  compenfation 
would  go  on  as  at  prefent  by  bills : but  were  the  cafe  otherwife, 
and  did  a.  change  of  circumftances  oblige  the  coiintfy  to  make  de-- 
livery  in  coin  to  London,  the  holders  of  the  country  notes  vrould 
conftantly,  as  is  the  cafe  in  Scotland^  have  recourfe  to  the  bank 
eftablifhed  in  the  diftriff,  for  the  coin  wanted  to-be  fent  to  London. 

When  I accidentally,  as-  at  prefent,  happen  to  apply  a principle 
to  a particula.ru3fe,  whereby  an  innovation  is  implied,  I conflantly 
fear  a fecret  rebuke  from  many  impatient  readers,  I therefore  beg 
a little  indulgence  upon  account  of  my  good  intention,  which  is 
only  to  fupport  ideas  to  be  approved  of,  or  rejedled  by  thofe  who 
have  the  capacity  to  form  plans  upon  them,  and  power  to  put  them 
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'rfi  KJlablijJDment  of  Mr.  Law  s Bank  in  France^  in  the 

Year  1716. 


N deducing  the  principles  of  credit,  I have  it  chiefly  in  view,  m 


A fet  in  a fair  light,  the  fecurity  upon  which  paper-money  is  efta- 
bliflied ; and  as  I imagine,  this  important  branch  of  my  fubjedf 
will  ftill  be  rendered  more  intelligible,  by  an  example  of  the  abufe 
to  which  this  great  engine  of  commerce  is  expofed,  I now  propofe 
to  give  my  reader  a ihort  account  of  the  famous  bank  of  circula- 
tion firft  eftabliflied  in  France  by  Mr.  Law  5 but  afterwards  profti-’ 
tuted  (whether  by  defign,  or  by  fatality,  I fliall  not  here  deter- 
mine) to  ferve  the  worft  of  purpofes  ; the  defrauding  the  creditors 
of  the  flate,  and  a multitude  of  private  perfons. 

So  dreadful  a calamity  brought  upon  that  nation,  by  the  abufe 
of  paper  credit,  may  be  a warning  to  all  ftates  to  beware  of  the 
like.  The  heft  way  to  guard  againft  it,  is  to  be  apprifed  of  the 
delufion  of  it,  and  to  fee  through  the  fprings  and  motives  by  which 
the  Miflifippi  bank  was  conducted. 

After  the  death  of  the  late  King  of  France,  Louis  XIV.  the  debts 
contracted  by  that  Monarch  were  found  to  extend  to  2000  millions 
of  livres,  that  is,  to  upwards  of  140  millions  fterliiig. 

It  was  propofed  to  the  Duke  of  Orleans,  regent  of  the  king- 
dom, to  expunge  the  debts  by  a total  bankruptcy.  This  propofal 
he  reje(5ted  nobly ; and  inftead  of  it,  eftablifhed  a commiflion 
(called  the  Vija ) to  inquire  into  the  claims  of  fuch  of  the  nation’s 
creditors  as  were  not  then  properly  liquidated,  nor  fecured  by  tlic 
appropriation  of  any  fund  for  the  payment  of  the  intereft. 

In  the  courfe  of  this  commiflion,  many  exorbitant  frauds  were 
difcovered  by  which  it  appeared,  that  vaft  fums  of  debt  had  been 
contracted,  for  no  adequate  value  paid  to  t?ie  King. 
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After  many  arbitrary  proceedings,  this  commiilion  threw  the 
King’s  debts,  at  laft,  into  a kind  of  order. 

Thofe  formerly  provided  for  were  all  put  at  4 per  cent.  The  cre- 
ditors to  the  amount  of  fix  hundred  millions,  which  had  not  been 
liquidated,  nor  provided  for,  had  their  claims  reduced,  by  the 
commiffion,  to  two  hundred  and  fifty  millions  ; for  which  they 
obtained  notes  of  Rate,  (Billets  d'etat,  as  they  were  called)  bearing 
an  intereft  of  4 per  cent.  alfo. 

Thefe  operations  performed,  the  total  debts  of  the  late  King 
were  reduced  to  the  fum  above  mentioned  ; to  wit,  two  thoufand 
millions  ; bearing  an  intereft  of  4 per  cent,  or  eighty  millions  per 
annum. 

From  the  neceffities  of  government,  and  the  diftf  elled  fituation: 
of  the  kingdom,  this  intereft  was  ill  paid : and  there  hardly  re- 
mained, out  of  an  ill  paid  revenue,  wherewith  to  defray  the  ex- 
pence of  the  civil  government. 

About  this  time  Mr.  Law  prelented  to  the  Regent  the  plan  of 
bank  of  circulation. 

For  the  better  underftanding  this  affair  of  Mr.  Law’s  bank,  and  ’ 
the  views  he  had  in  eftablifiiing  it  at  that  time,  I muft  give  a fliort 
account  of  the  moft  material  variations  of  the  French  coin,  before 
and  after  the  King’s  death,  ift  September  1715;  which  I fiialL 
make  as  Ihort  as  poflible,  confiftently  with  perfpicuity. 


CHAP.  XXIV. 

Account  oj  ths  vuriutions  oj^  the  French  coin^  Jotne  ti^e  hej^ore  emd 

after  the  death  of  Louis  XIV. 

TK  1709,  there  was  a new  general  coinage  in  France  ; by  which 
± operation  the  King  gained  23  cent,  upon  all  the  fpecie 

coined.  (Dutot,  vol.  i.  p.  104.) 
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• Out  of  the  marc  of  flandard  gold  were  coined  30  louis  d’ors,  of 
20  livres  denomination  each.  Out  of  the  marc  of  ftandard  filver, 
8 crowns,  of  5-  livres  denomination  each ; fo  that  the  filver  was 
put  at  40  livres.  the  marc. — But, 

By  edict,  of  the  month  of  September  1713,  the  old  King  ap- 
pointed a^riiminution  of  the  denomination  of  filver  and  gold  coins  ; 
by  which,  after  eleven  fucceflive  changes,  the  coin  of  France  was 
ordered  to  be  brought  down,  from  40  livres  the  marc,  to  28 : fo 
that  the.  8 crowns,  which  were  called  40  livres  in  the  month  of 
September  1713,  by  the  2d  day  of  September  1715',  (the  day  after 
the  King’s  death)  were  to  be  called  orAj  livres.  I called,  be-' 
caufe  certainly  the  crowns  had  fuffered.  no  , variation,  but  in  their 
name. 

On  the>  13 th  of  Augufl  1 7 1 jr,  (a  few  days  before  the  King’s  death)  ‘ 
heiflued  a declaration;  ordering  that  for  the  future  the  coin 
fhould- remain  at  28  livres  . marc. 

From  this  I.  conclude,  that  his  intention  was  to  leave,  at  his 
death,  the  coin  of  his  kingdom  of  the  fame  flandard  he  had  found  ' 
it  to  be  at  the  beginning  of  his.  reign,  and  at  which  he  had  pre-  - 
ferved  it  invariably;  during  the  dourifhing  date  of  his  kingdom, 
for  the  fpace  of  .46  years  ; that  is,  until  the  year  i68p. 

He  could  not  . fail  to  be  fenfible  of  the  infinite  prejudice  occa- 
lioned  to  debtors  and  ^creditors  by  the  variations  he  had  praflifed  ' 
upon  the  coin  from  1689. 

To  this  flandard,  then,  it  was  brought  the  very  day  after  his  - 
death,  and  no  fooner : therefore  his  debt  of  two  thoufand  millions  of 
livres  fhoiild  regularly  be  eflimated  according  to  that  rate  ; or  at  ^ 
about  40  fhillings  flerling  for  every  28  livres:  40  fhillings  being, 
within  a trifle,  the  value  of  8 ounces  or . one  marc  of  flandard 
filver,  Paris  weight. 

At  this  rate  of  converfion,  the  two  thoufand  millions  were  equal  ' 
to  i42,8’3'7,i4o/.  flerling. 

Soon  after  the  King’s  death,  on  the  2d  of  January  171^,  the  new* 
miniflry  ifRied  an  edict,  which  totally  deflroyed  all.  This  was  the 
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moft  extra.ordina,ry  opera,tion,  I believe,  ever  invented  ; and  to  it 
was  owing  the  eRablifliment  of  Mr.  Law's  bank : I muft  therefore 
explain  it. 

There  had  been  no  general  coinage  fince  1709;  the  louis  d’or 
had  then  been  coined  at  20  livres,  and  the  crowns  at  5,  as  has  been 
faid.  The  edicilof  2d  January  1716,  ordered  a new  general  coin- 
age, on  the  fame  footing,  both  as  to  weight,  finenefs,  and  deno- 
mination, as  that  of  1709:  the  only  difference  was,  that  the  fird: 
had  an  old  man’s  head  upon  it ; the  other  had  that  of  a child  of 
fix  years  old. 

By  this  firfl  operation,  there  was  an  end  put  to  the  former  dimi- 
nutions on  the  denomination  of  the  coin  ; which  was  now  raifed 
again  to  40  livres  the  marc,  as  in  1709  This  is  nothing  : 

There  being  no-  'difference  between  the  old  coin  and  the  new, 
except  the  flamp,  the  old  coin  was  called  in,  and  a new  face  was 
Ramped  on  the  very  fame  pieces.  But  when  the  louis  d’ors  were 
called  in,  they  were  received  at  the  mint  at  no  more  than  1 6 livres  ; 
and  by  a flroke  of  the  wheel,  they  were,  in  an  initanr,  converted 
into  20  livres,  the  denomination  of  the  new  coin. 

Thus  a perfon  who  brought  20  old  louis  d’ors  to  the  mint,  re- 
ceived back  16  of  his  own  20,  new  Ramped,  and  no  injuftice  was 
faid  to  be  done,  from  this  demonftration  of  minifterial  algebra^ 
viz.  16  X 20  =:  20  X 16.  Can  any  thing  be  more  clear  and  inRruc- 
tive  ! Some  of  my  readers  may  not  give  credit  to  this  ; but  it  is 
true  neverthelefs. 

Under  thefe  circumfcances,  it  was  natural  for  the  inhabitants  to- 
wifh  to  difpofe  of  their  old  coin,  at  any  other  market  than  at  the 
King’s  mint.  They  did  what  they  could  to  fmuggle  it  to  Holland  ; 
where  the  induflrious  Dutchman  Ramped  a 1 6 livre  piece  with  the 
head  of  a child,  as  well  as  the  King  of  France  could  do,  and  fent- 

* Here  is  alfo  an  opei-ation  upon  debts.  The  day  before  this  edict,  that  is,  the  ift 
of  January  1716,  the  value  of  the  King’s  debts  was  (as  has  been  faid)  above  142 
millions  fterling  ; but  an  edidl  comes,  railing  the  coin  to  40  livres  marc  5 and  con* 
fequently,  reducing  the  debts-to  the  value  of  100  millions  fteriln,gr. 
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it  back  to  France  for  a 20  livre  piece.  Tliefe  operations  were  pre- 
vented as  well  as  government  could  5 and  every  method  was  tried 
to  force  in  the  old  coin  to  the  mint. 

Mr.  Law  judged  this  a very  proper  occafion  to- form  the  plan  of  a 
bank  of  circulation,  upon  the  principles  we  have  already  explained. 

He  gave  in  his  fcheme  to  the  Duke  of  Orleans  ; by  whom  it  w'as 
approved  of ; and  the  bank  was  eftabliflied  the  2d  of  May  of  the 
fame  year  lyid. 

The  firft  thing  Mr.  Law  did,  was  to  buy  up  with  bank  notes  this 
old  coin,  at  a price  above  what  the  mint  gave,  but  many  per  cent. 
below  the  proportion  of  its  value : his  paper  (payable  in  the  new 
coin  at  40  livres  per  marc)  was  run  upon  for  this,  as  well  as  other 
reafons  ; and  an  immenfe  profit  enfued. 

This  anecdote,  I think,  is  curious,  and  tends  to  unfold  Mr.  Law’s 
combinations,  in  the  propofalhe  made  to  the  Duke  of  Orleans  forr 
©reding  a bank  at  this  period  of  time,  - 


CHAP,  XXV. 

Gmtimiation- of  the  Account  of  Laws-Bankl 


bank  accordingly  was  eftablilhed  In  favour  of  Law  and  ' 
-1  Company,  by  letters  patent,  of  the  2d  of  May  1716.  The  ’ 
Company  w^as  called,  the  General  Bank  ; and  the  note  run  thus  : 

The  bank  promifes  to  pay  to  the  bearer  at  fight  — li,vres,  in  coin  < 
of  the  fame  weight  and  finenefs  with  the  coin  of  this  day,  value 
received  at  Paris. 


The  find  fund  of  this  bank  confuted  in  1200  adions  (or  Ihares) 
of  one  thoufand  crov/ns,  (or  5000  livres)  bank  money  ; in  ail  fix 
miihons  j the  crown  being  then  5 livres,  8 to  the  marc;  filver 
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coin,  at  40  livres  fer  marc,  as  lias  been  Paid  ; whicb  makes  this 
livre  juft  worth  one  ftiilling  fterling : confequently,  the  Ihares 
were  worth  250  /.  fterling,  and  the  bank  ftock  worth  300,000  /. 
fterling. 

By  the  claufe  in  the  note,  by  which  the  bank  was  obliged  to  pay 
according  to  the  then  weight  and  finenefs  of  the  coin,  thofe  who 
received  their  paper  were  fecured  againft  the  arbitrary  meafures 
common  in  France  of  raifing  the  denomination  of  the  coin  ; and 
the  bank  was  fecured  againft  the  lowering  of  it.  In  a fhort  time, 
moft  people  preferred  the  notes  to  the  coin  ; and  accordingly  they 
paired  for  i per  cent,  more  than  the  coin  itfelf. 

This  bank  fubfifted,  and  obtained  great  credit,  until  the  ift.of  Ja- 
nuary 1719:  at  which  time  the  King  xeimburfed  all  the  proprietors 
of  the  lhares,  and 4ook  the  bank  into  his  own  hand,  under  the 
name  of  the  Royal  Bank 

Upon  this  revolution,  the  tenor  of  the  note  was  changed.  It 
ran  thus  : The  bank  promifes  to  pay  to  the  bearer,  at  light,  — 
livres,  in  filler  coin.,  value  received  at  Paris. 

By  this  alteration,  the  money  in  the  notes  was  made  to  keep 
pace  with  the  money  in  the  coin  ; and  both  were  equally  alFedled 
by  every  arbitrary  variation  upon  it.  This  was  called,  rendring 
the  paper  monnoie  fixe ; becaufe  the  denominations  contained  in  it 
did  not  vary  according  to  the  variations  of  the  coin : I Ihould  have 
called  it  monnoie  variable ; becaufe  it  was  expofed  to  changes  with 
refpecft  to  its  real  value, 

Mr.  Law  ftrenuoully  oppofed  this  change  in  the  bank  notes.  No 
wonder ! it  was  diametrically  oppolite  to  all  principles  of  credit. 
It  took  place,  however  ; and  no  body  feemed  dilfatisfied : the  na- 
tion was  rather  pleafed : fo  familiar  were  the  variations  of  the  coin 
in  thofe  days,  that  no  body  ever  conlidered  any  thing  with  regard 

* Here  the  bank  departed  from  the  principles  of  private  and  mercantile  credit, 
upon  which  Law  had  formed  it,  and  proceeded  upon  thofe  of  public  credit.  Public 
credit  in  France  is  the  credit  of  the  Sovereign  ; the  folidity  of  which  depends  upon 
tfe  maxims  which  he  follows  in  ihe  courfe  of  his  adminiftration. 
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to  coin  or  money,  but  its  denomination : the  confequences  of  the 
variations  in  the  value  of  denominations,  upon  the  accompts  be- 
tween  debtors  and  creditors,  were  not  then  attended  to  ; and  the 
credit  of  the  notes  of  the  royal  bank  continued  juft  as  good  as 
that  of  Mr.  Law ; although  the  livres  in  this  contained  a determi- 
nate  value  ; and  the  livres  in  that  could  have  been  reduced  at  any 
time  to  the  value  of  halfpence,  by  an  act  of  the  King’s  authority 
who  was  the  debtor  in  them.  Nay  more,  they  in  fact  flood  many 
variations  during  the  courfe  of  the  fyftem,  without  fuiFering  the 
fmalleft  difcredit.  This  appears  wonderful  5 and  yet  it  is  a faift. 

Political  writers  upon  the  affairs  of  Franc.e  at  this  period,  fuch 
as  De  Melon,  Savarie,  Dutot,  and  others,  abundantly  certify  the 
incredible  advantage  produced  by  the  operations  of  Pvlr.  Law’s 
bank  ; and  the  chain  of  events  which  followed,  in  the  years  1719, 
and  1720,  when  it  was  in  the  King’s  hands,  fhew  to  what  a prodi- 
gious height  credit  arofe  upon  the  firm  foundation  laid  by  Mr. 
Law  f. 


"T  Burot,  fpeaking  of  the  great  Value  of  paper  in  notes  and  actions,  throws  out  fe- 
vera!  reflections,  in  the  pafTage  I am  now  to  tranfcribe  from  him,  which,  at  the  fame 
time  that  they  prove  tne  great  advantages  refulting  to  France  from  the  eftablifhment  of 
credit  among  them,  aburdantly  evince  how  lame  this  author’s  ideas  were  concerning 
the  principles  of  paper  credit,  and  of  circulation.  He  fays,  {vol.  ii.  p.  200.)  “ TMs 
- fapr  was  indeed  juft  fo  much  real  value,  which  credit  and  confidence  had  created! 
“ in  favour  of  the  iiate  : and  by  this  fum  was  circulation  augmented,  independently 
“ of  all  the  coin  which  was  then  in  France.” 

“ Upon  this  revolution.  Plenty  im.mediately  difplayed  herfelf  through  all  the  towns, 
“ and  all  the  country.  She  there  relieved  our  citizens  and  labourers  from  the  oppref- 
flon  of  debts,  which  indigence  had  obliged  them  to  contraft  ; flie  revived  induftry  : 
“ fhe  reftored  that  value  to  every  fund,  which  had  been  fufpended  by  thofe  debts  : 

fhe  enabled  tne  King  to  liberate  himfelf,  and  to  make  over  to  his  fubjefts,  for  more 
“ than  fifty- two  millions  of  taxes,  which  had  been  impofed  in  the  years  preceeding 
1^/19  ; and  for  more  than  thirty- five  millions  of  other  duties,  extinguiflied  during 
“ the  regency.  This  plenty  funk  the  rate  of  incereft crufhed  the  ufurer-,  carried 
‘‘  tne  value  of  lands  to  eighty  and  a hundred  years  purchafe  5 raifed  up  ftately  edifices 
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But  alas ! the  fuperftruaure,  then,  became  fo  far  beyond  the. 
proportion  of  tlie  foundation,  that  the  whole  fabric  fell  to  ruin, 
and  involved  a nation,  juft  emerging  from  bankruptcy  and  inani- 
tion, into  new  calamities,  almoft  equal  to  the  former. 

As  long  as  the  credit  of  this  bank  fubfifted,  it  appeared  to  the 
French  to  be  perfectly  folid.  The  bubble  no  fooner  burft,  than  the 
whole  nation  was  thrown  into  aftonifhment  and  confternation. 
No  body  could  conceive  from  whence  the  credit  had  fprung  ; what 
had  created  fuch  mountains  of  wealth  in  fo  jQiort  a rime  ; and  by 
what  witchcraft  and  fafcination  it  had  been  made  to  difappear  in 
an  inftant,  in  the  fhort  period  of  one  day. 

Volumes  have  been  fince  writ  in  France,  by  men  of  fpeculation, 
in  order  to  prove,  that  it  was  a want  of  confidence  in  the  public, 
and  not  the  want  of  a proper  fecurity  for  the  paper,  which  occa- 
fioiied  this  downfah 

This,  if  we  judge  by  what  has  been  writ,  has  been  the  general 
opinion  of  that  nation  to  this  da.j : and  fince  it  was  found  impof- 
fible,  in  France,  to  create  confidence  in  circulating  paper,  which 
had  no  fecurity  for  its  value,  many  people  there,  and  fome  even 

“ both  in  town  and  country  ; repaired  the  oid,  which  were  failing  to. ruin  ; improved 
“ the  foil  ; gave  a value  to  every  fruit  produced  by  the  earth,  which  before  that  time 
‘‘  had  none  at  all.  Plenty  recalled  thofe  citizens,  whom  mifery  had  forced  to  frek 
“ their  livelihood  abroad,  in  a word,  riches  flowed  in  from  every  quarter.  Gold, 
“ f5lver,  precious  ftones,  ornaments  of  all  kinds,  whi.h  contribute  to  luxu.y  and  mag- 
“ nificence,  came  to  us  from  every  country  in  Europe.  Whether  thefe  prodigies,  or 
“ marvellous  effefls,  were  produced  by  art,  by  confidence,  by  fear,  or  by  whim  if 
“ you  pieafe,  one  muft  agree,  that  that  art,  that  confidence,  that  fear,  or  that  whim, 

“ had  operated  all  thefe  realises  which  the  antient  adminiftration  never  could  have 
“ .produced. 

“ What  a difference  in  the  ficoation  of  France  at  the  beginning  of  tlie  regency, 

“ and  the  fituation  in  svhich  flie  was  in  Nove.mber  1719  ! 

“ Thus  far  the  fyftem  had  produced  nothing  but  good  : every  thing  was  com^ 

“ mendabb,  a.nd  worthy  of  admiration.”'  Thefe  are  the  fenriments  of  Dutor,  con- 
xeraing  this  fyftem  of  paper  credit. 
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among  ourfeives,  conclude,  that  a great  part  of  the  wealth  of 
Great  Britain,  which  confiils  in  paper,  well  fecured,  is  falfe  and 
fi<5litious. 

I liiall  now  proceed  to  fet  before  my  reader  the  great  lines  of  the 
royal  Mhliffippi  bank  of  France,  from  the  ill  of  January  1719,  to 
the  total  overthrow  of  all  credit,  upon  the  fatal  aid  day  of  May 
1720.  This  was  a golden  dream,  in  which  the  French  nation,  and 
a great  part  of  Em'ope  was  plunged,  for  the  fhort  fpace  of  j-od 
days. 


CHAP.  XXVI. 

Account  of  the  Royal  Mijftjftppi  Bank  of  France,  ejlablijhed  on 

Public  Credit. 

JN  order  to  unravel  the  chaos  of  this  affair  in  a proper  manner, 
it  will  not  be  amifs  to  begin  by  giving  the  reader  an  idea  of 
the  plan  v/hich  naturally  might  fugged  itfelf  to  the  Regent  of 
France,  from  the  hint  of  Mr.  Law’s  bank.  By  the  help  of  this 
clue,  he  will  be  the  better  able  to  condufl  himfelf  through  die 
operations  of  this  fyjlem,  as  the  French  call  it. 

The  Regent  perceived,  that  in  confequence  of  the  credit  of  Law’s 
bank,  people  grew  fond  of  paper-money.  The  confequence  of 
this,  he  faw,  was,  to  bi'ing  a great  quantity  of  coin  into  the  bank. 
The  debts  of  France  were  veiy  great,  being,  as  has  been  faid, 
above  2000  millions.  The  coin,  at  that  time,  in  France,  tvas 
reckoned  at  about  120Q  millions,  at  do  livres  the  marc,  or  40  mil- 
lions derling.  The  Regent  thought,  that  if  he  could  drawr  either 
the  whole,  or  even  the  greated  part  of  this  1200  millions  of  coin 
into  his  bank,  and  replace  the  ufe  of  it  to  the  kingdom,  by  as 
inuen  paper,  fecured  upon  his  word,  that  he  fhould  then  be  able 
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to  pay  off,  with  it,  near  one  half  of  all  the  debts  of  France : and  by 
thus  throwing  back  the  coin  into  circulation,  in  paying  off  the 
debts,  that  it  would  return  of  itfelf  into  the  bank,  in  the  courfe  of 
payments  made  to  the  Rate  ; that  credit  would  be  thereby  fup- 
ported,  as  the  bank  would  be  enabled  to  pay  in  coin  the  notes  as 
they  happened  to  return,  in  the  courfe  of  domeftic  circulation. 

This  was  both  a plaufible  and  an  honeft  Icheme,  relatively  to  a 
Duke  of  Orleans,  whom  we  cannot  fuppofe  to  have  been  mailer  of 
the  principles  of  credit ; and  very  practicable  in  a country  where 
there  was  fo  great  a quantity  of  coin  as  -40  millions  fleiling,  and  a 
well  eilabiiihed  credit  in  the  bank,  which  prevented  all  runs  upon 
it  from  diffidence.  Nothing  but  a wrong  balance  of  trade  could 
have  occafioned  any  run  for  coin ; becaufe,  for  the  reafon  already 
given,  the  paper  bore  for  the  moil  part  a premium  of  i per  cent. 
above  it. 

Accordingly,  during  the  whole  year  1719.  the  credit  of  the  royal 
bank  was  without  fufpicion,  although  the  Regent  had,  by  the  laft 
day  of  December  of  that  year,  coined  of  bank  paper,  for  no  lefs  a 
fum  than  769  millions,  reckoning  in  59  millions  of  paper,  which 
had  been  formerly  iffued  by  the  general  hank  of  Lanv  and  company ; for 
which  he  had  given  value  to  the  proprietors,  when  he  took  the  bank 
into  his  own  hands,  as  we  have  faid  above. 

I niufl:  here  obferve,  that  by  this  plan  of  the  Regent,  there  was, 
in  one  fenfe,  a kind  of  fecurity  for  the  notes  iffued.  So  far  as  they 
were  iffued  for  coin  brought  in  from  the  advanced  value  of  the 
paper,  this  coin  was  the  fecurity:  in  the  fecond  place,  when  the 
coin  was  paid  away  to  the  creditors  of  the  Rate,  the  Regent  with- 
drew the  obligations  v/hich  had  been  granted  to  them ; and  al- 
though I allow  that  the  King’s  own  obligation  withdrawn,  v/as  no 
fecurity  to  the  public,  who  had  received  bank  notes  for  the  pay- 
ment ; yet  Rill  the  intereR  formerly  paid  to  the  creditors,  was  a 
fund  out  of  which,  upon  the  principles  of  public  credit,  the  annual 
intereR  for  the  notes  was  fecured.  Had,  indeed,  the  French  nation 
perceived  upon  v/hat  bottom  the  fecurity  for  the  paper  Rood,  during 

4 the 
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the  year  1719,  perhaps  the  credit  of  the  bank  might  have  been 
rendred  precarious  ; but  they  neither  faw  it  or  fought  after  it : and 
the  men  of  fpeculation  were  all  of  opinion,  that  as  long  as  there 
was  no  more  paper  ilfiied  by  the  bank  than  theve  ‘was  com  m the  km^- 
dorn,  tnere  could  be  no  harm  done.  Of  this  any  perfon  who  has 
lead  Dutot,  de  IVIelon,  Savarie,  and  others,  will  be  perfectly  fatis~ 
xied  ' . And  I delire  no  farther  proof  of  the  total  ignorance  of  the 
French  in  matteis  of  this  kind,  than  to  find  them  agreeing,  that 
bank  paper  is  always  good,  providing  there  be  coin  in  the  nation 


* It  is  afloniftiing  to  Had  how  gravely  MeiTrs.  de  Melon  and  Diitot  reafoned  con- 
cerning the  nature  of  paper  money,  and  the  efteds  of  changing  the  value  of  the  coin. 
They  both  feemed  to  agree  that  a livre  was  a livre  whether  it  was  the  28th  or  the  50th 
part  of  a marc  of  filver,  whether  it  w’as  a denomination  upon  paper,  well  or  ill  fecured, 
no  matter  which. 

The  whole  reafoning  turned  merely  on  the  queftion,  who  were  robbed,  and  who 
fantaftically  ennched  by  fuch  abfurd  operations  upon  the  coin  of  a country  ? 

1 he  jargon  of  fuch  men  certainly  contributed  a great  deal  to  darken  the  underftand- 
ings  of  the  roiniftry  at  this  time  •,  and  to  make  them  believe  that  the  affairs  of  money 
were  infinitely  more  obfcure  and  more  difficult  to  be  underflood  than  they  really  are. 

There  are  thoufands  of  examples  where  mankind,  v/ith  their  learning  and  reafoning, 
have  turned  common  fenfeinto  inextricable  fcience  ; this  I think  is  a famous  inftance  of 
it : and  it  is  rendnng  no  fmall  fervice  to  the  world,  to  deflroy,  in  a manner,  what 
others  have  been  at  fo  much  pains  to  eftablilh.  This  is  refloring  common  fenfe  to  its 
native  drefr,  in  which  it  occomes  intelligible  to  every  one, 

i know  very  well  that  the  miniftry  of  France  have  now  very  different  notions  con- 
cerning paper  credit ; but  thefe  notions  have  not  as  yet  reached  the  prefs,  except  in 
fame  of  the  King’s  anfwers  to  the  remoaftrances  of  the  parliament  of  Paris  in  1760, 
Tnefeaniwers  were  dictated  upon  found  principles,  and  do  great  honour  to  the  miniftry. 

The  old  notions  .fliil  prevailed  in  the  remonftrances  of  the  parliament.  This  plainly 
appears  from  the  propofal  they  made  to  the  King,  at  that  time,  to  iflue  paper  to  the 
amount  of  200  millions,  which  the  parliament  was  to  make  good.  An  expedient  to 
avoid  doing  that  which  right  reaffn  demanded  of  them,  viz.  firft  to  fecure  a fund  for 
the  paper,  and  the^n  to  borrow  upon  that  fund.  This  propofal  from  the  parliament, 

ana  cne  Krug’s  rejecTing  it,  proves  that  credit  was  then  better  underftood  in  the  cabiner 
than  in  l\-i&  palais. 


to 
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to  realize  it,  although  that  coin  be  not  the  property  of  the  bank. 
[Dutot,  p.  132,  133.]  On  the  contrary,  it  is  very  evident  from 
what  has  been  faid,  that  although  there  fliould  be  a thoufand  times 
more  coin  in  a country  than  the  bank  paper,  ftiii  that  bank  paper 
muft  be  a mere  delulion,  and,  in  fadt,  of  no  value  whatfoever,  ex- 
cept fo  far  as  the  bank  is  poiTelTed  of  the  value  of  it  in  one  fpecies 
of  property  or  another. 

And  on  the  other  hand,  let  the  bank  paper  exceed  the  quantity 
of  coin  in  the  proportion  of  a thoufand  to  one,  yet  ftill  it  is  per- 
fecTIy  good  and  fufncient,  providing  the  bank  be  pofTefled  of  an 
equivalent  value  in  any  fpecies  of  good  property.  This  I throw  in 
here  to  point  out  how  far  the  French  vvere,  at  leaf:  at  that  time,  and 
many  years  after,  when  Dutot  and  Melon  wrote,  from  forming  any 
Juft  notion  of  the  principles  of  banking.  And,  I believe,  I may 
venture  to  fay,  that  the  only  reafon  why  banks  have  never  been 
eftablifhed  in  France,  is,  becaufe  the  whole  operation  is  ftill  a myf- 
tery  to  them.  I ground  this  conjedlure  upon  an  opinion  of  M.  de 
Montefquieu,  who  thinks  that  banks  are  incompatible  with  pure 
monarchy ; a propolition  he  would  never  have  advanced  had  he 
underftood  the  principles  upon  which  they  are  eftablifhed. 

The  next  remarkable  and  interefting  revolution  made  upon  this 
famous  bank,  was  by  the  arra  of  February  22,  1720 ; which  confti- 
tuted  the  union  of  the  royal  bank  with  the  company  of  the  Indies. 

By  this  arra,  the  King  delivered  to  that  company  the  whole  ma- 
nagement of  the  bank  with  all  the  profits  made  by  him  fince  the 
firft  of  January  1719,  and  in  time  coming.  Notwithftanding  this 
ceffion,  the  King  remained  guarantee  for  all  the  notes,  which  were 
hot  to  be  coined  without  an  order  of  council : the  company  v/as  to 
be  refponfible  to  the  King  at  all  times  for  their  adminiftration  j 
and,  as  a fecurity  for  their  good  management,  they  engaged  to  lend 
the  King  no  iefs  than  fixteen  hundred  millions  of  livres. 

Here  is  the  ^ra  and  beginning  of  all  the  confufion.  From  this 
loan  proceeded  the  downfal  of  the  whole  fyftem. 

But 
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But  before  I proceed  to  explain  the  fcheme  of  the  Regent  in  thefc 
operations  upon  credit,  I think  it  will  contribute  to  the  clearing  up 
of  the  fubjccT  in  general,  to  premife  fome  Ihort  account  of  the  rife 
and  progrefs  of  this  great  company  of  the  Indies : and  to  give  a 
fliort  abftracl:  of  fome  of  the  moft  memorable  tranfaclions  during 

the  Miffifippi  fcheme,  in  the  order  of  time  in  which  they  followed 
one  another. 


chap:  xxvil 

A port  Account  of  the  FrenchCompany  of  the  Indies, 

I^ichlieu,  that  great  minider  to  Louis  XIIl. 
thefii-ft  who  eftabli&ed  trading  companies  in  France,  ann.  ,6.8, 
about  the  time  of  the  iiege  of  Rochelle. 

He  then  fet  on  foot  the  companies  of  the  Weft  and  Eaft  rndi»s 

Several  others,  viz.  one  for  Canada,  one  for  the  Leeward  Hands 
ana  another  for  Cayenne,  were  fucceffively  eftablifhed  in  the  be- 

ginning  of  the  reign  of  Louis  XIV. 

Thefe  companies,  before  166.4,  ^^ad  frequently  changed  their 
forms,  and  had  fucceeded  vei-y  ill. 

At  that  time  the  great  Colbert  was  in  the  adminiftration  of  the 
Kings  affairs.  He  engaged  his  matter  to  think  ferioully  of  efta- 
bmning  me  trade  of  his  kingdom  upon  folid  principles  ; for  which 
reafon  ad  the  undertakers  of  the  former  projects  of  commerce  to 
the  new  world  were  reimburfed;  and  a new  eftabliflrment  was 
maae,  caileu  tne  Catnpagme  des  hules  Occukntaks. 

This  exclufive  trade  comprehended  that  of  Canada,  the  Caribbee 
Iflan.s,  Acaay,  Newfoundland,  Cayenne,  thb  French  continent  of 
America,  from  the  river  of  the  Amazons  to  that  of  Oronoko,  the 

coails 
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coafts  of  Senegal,  Goree,  and  other  places  in  Africa  j the  whole  for 


40  years. 

The  fame  year,  16^4,  there  was  another  company  formed  for  the 
Eaft  Indies,  of  which  we  ihall  fpeak  afterwards. 

The  greate.ft  encouragement  was  given  to  thefe  new  eftablilh- 
ments.  Large  fnms  v/ere  advanced  by  the  King  for  feveral  years, 
without  intereft,  and  upon  condition,  that  if,  at  the  end  of  that 
term,  any  lofs  was  found  on  the  trade,  it  fhould  tall  upon  the  mo- 
riey  due  to  the  King. 

On  examiiiiiig  into  the  Weft  India  company  s affairs,  after  ten 
years  adminiftration,  that  is  to  fay,  in  the  year  1^74,  it  was  found, 
that  inftead  of  profiting  of  their  extenfiv-e  privilege,  by  carrying  on 
a regular  trade  themfelves,  they  had  fold  permiffions  to  private 
people  to  trade  with  tliem..  . - - 

This  abufe  in  the  company  had,  hov/ever,  infpired  a tafte  for 
trade  among  the  French ; wdiich  the  King  wifhing  to  improve,  he 
reimburfed  to  the  company  all  their  expences,  added  their  poffeft 
fions  to  his  domain,  and  threw  the  trade  open  to  his  lubjects. 

Thus  ended  the  firft  company  of  the  Weft  Indies,  called  by  the 
French,  the  Compagnie  d'Occident. 

After  the  fuppreffion  of  this  company,  the  French  trade  to  Ame- 
rica was  carried  on  and  improved  hy  private  adventurers,  fome  of 
which  obtained  particular  grants,  to  enable  them  to  form  colonies. 
Of  this  number  was  Robert  Chevalier  de  la  Sale,  a native  of  Rouen, 


It  was  he  who  firft  difcovered  the  river  Miiiifippi,  and  vcho  propofed 


to  the  King,  in  1683,  to  eftablifli  a colony  there.  He  loft  his  life 
ill  the  attempt. 

Hiberville,  a Canadian,  took  up  the  project ; but  foon  died.  He 
was  fucceeded  by  Antony  Crozat,  in  1712,  who  had  better  fuccefs  : 


but  the  death  of  the  King  in  1 7 1 5,  and  the  riling  genius  of  Mr.  Law, 
engaged  the  Regent  of  France  to  make  Crozat  renounce  his  exclii- 
five  privilege  of' trading.  Upon  which,  by  edict  of  the  6th  of  Sep- 
tember 1717,  was  formed  the  fecond  Compagnie  d'Occident^  in  favour 
of  Mr.  Law : to  which  was  added  the  fur  trade  of  Canada,  then  in 
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the  hands  of  private  adventurers,  and  the  farm  of  the  tobacco,  for 
which  lie  paid  1,500,000  iivres  a year. 

I now  come  to  tlie  India  company. 

I have  already  mentioned  the  eiiablidiment  of  it  by  the  s-ma^ 
Colbert  in  i<5d4.  ^ ^ 

After  his  death,  want  of  experience  in  thofe  who  fucceeded  him', 
abufe  of  adminiftration,  carelefnefs  in  thofe  who  carried  on  the 
company  s bufmefs,  competition  between  different  companies,  and, 
in  fhort,  every  obftacle  to  new  eftablifliments,  concurred  with  the 
confequences  of  the  long  and  expenfive  w’ars  of  Louis  XIV.  to  ren- 
der all  commercial  projects  ineffeaual  1 and  all  the  expence  be- 
llowed in  eilablifliing  thofe  companies  was  in  a manner  loft. 

In  1710,  the  merchants  of  St.  Malo  undertook  the  Eafl  India  com- 
pany. It  languifhed  in  their  hands  until  1719,  and  their  importa- 
tions were  not  fafEcient  to  fupply  the  demand  of  France  for  India 
gooas:  for  this  reafon  it  %vas  taken  from  them,  and  incorporated 
with  Mr.  Law’s  company  of  the  Weft  Indies,  in  May  1719.  ^ 

By  this  incorporation  was  eftablifhed  the  great  Commny  of  fke 
Indus  which  ftill  fubfxfts  in  Francm  the  only  monumen;  extant  of 
the  famous  and  unfortunate  Law. 

For  the  better  underftanding,  therefore,  what  is  to  follow,  let  us 
attend  to  fome  hiftorical  and  chronological  anecdotes,  relat-ive  m 
the  wonderful  operations  of  this  MifTnlppi  bank,  and  company  of 
the  Indies,  1 nefe  I fliall  fet  down  according  to  the  order  of  time 

in  which  they  happened,  that  my  reader  may  have  recourfe  to  them 
as  he  goes  along. 

Without  tho  help  of  this  tabie,  I ihouid  be  involved  in  a hido^v 

or  *oie  events,  which  hotrerer  araufing  it  might  he  to  fome 

readers,  would  be  quite  inconfiftent  with  the  nature  of  this  in- 
quiry. 
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CHAP.  XXVIII. 

Chronological  Anecdotes. 

i7op,  A GENERAL  coinage  in  France:  the  marc  of  ftandard 
filver,  worth  two  pounds  fterling,  put  at  40  livres  de- 
nomination. 

September  1713.  The  late  King  reduces  the  denomination  of  the 
filver  coin  to  28  livres  the  marc,  and  the  gold  in  proportion. 

Thefe  redudtions  were  made  gradual  and  progreffive,  and  were 
finally  to  take  place  no  fooner  than  the  2d  of  September  1714. 

Auguft  1715-.  The  King  declares,  that  in  time  coming,  the  coin 
was  to  remain  ftable  at  28  livres  the  marc  of  fine  filver. 

September  1715.  The  King  dies. 

January  2,  1716.  The  Regent  of  France  orders  a new  general 
coinage : raifes  the  filver  coin  to  40  livres  the  marc,  and  calls  down 
.the  old  King’s  coin  (though  of  the  fame  weight,  finenefs,  and  de- 
■nomination)  20  per  cent. 

May  1716.  Mr.  Law’s  bank  eftabliflied : bank  notes  coined ; and 
tliC  old  coin  bought  up  at  great  difcount. 

September  6,  1717.  Mr.  Law’s  company  of  the  Weft  eftabliflied. 
September  4,  1718.  He  undertakes  the  farm  of  tobacco. 
September  22,  1718.  The  firfl;  creation  of  adtions  of  the  com- 
nanv  of  the  Weft  to  the  number  of  200,000,  fubfcribed  for  in  ftate 
billets,  at  the  rate  of  500  livres  per  aelion. 

January  i,  1719.  The  bank  taken  from  Law,  and  vefted  in  the 
King.  At  this  time  the  number  of  bank  notes  coined  amounted  to 
cQ  millions  of  livres. 

April  22,  1 7 1 9.  A new  coinage  of  51  millions  of  notes  ; in  which 
the  tenure  of  the  note  was  changed,  and  the  paper  declared  monnoiejixe. 

May  1719.  Mr.  Law’s  company  of  the  Weft  incorporated  with 
the  company  of  the  Eaft  Indies  ; after  which  it  was  called  the  Com- 
pany  '>f  the  Indies.  4 


! 
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June  1719.  Created  50,000  new  actions  of  the  incorporated  com- 
pany ; fold  for  coin  at  550  livres  per  action. 

June  10,  1719.  Coined  of  bank  notes  for  50  millions  of  livres. 

June  17:9.  The  mint  made  over  to  the  company  for  50  millions. 

July  1719.  Created  50,000  actions  as  above,  fold,  for  notes,  at 
1 000  livres  per  action. 

July  25,  1719.  Coined  of  bank  notes  for  240  millions. 

Auguft  1719.  The  company  obtains  the  general  farms : promifes 
a dividend  upon  every  aftion  of  200  livres ; agree  to  lend  the  King 
fixteen  hundred  millions  at  3 per  cent,  and  have  transferred  to  them 
48  millions  per  annum  for  the  intereft  of  that  fum. 

September  12,  1719.  Coined  of  bank  notes  for  120  millions. 
Ss-piember  13,  1719*  Created  no  lefs  than  100,000  actions  j nrice 
fixed  at  5000  livres  per  action. 

September  28,  1719'  Created  100,000  more  actions,  price  as  the 
former,  fixed  at  5000  livres  each. 

Oftober  2,  1719.  Created  100,000  more  acftions,  price  as  the  for- 
mer, at  5000  livres  each. 


Oftober  4,  1719.  Coined  by  die  Regent’s  private  order,  not  deli, 
vered  to  the  company,  24,000  more  ac8:ions,  which  compleated  the 
number  of  624,000  actions  ; beyond  which  they  never  extended. 


120  millions. 
129  millions. 


0(5tober  24,  1719.  Coined  of  bank  notes  for 
December  29,  1719.  Coined  of  bank  notes  for 
^ January  1720.  Coined  of  bank  notes  for  - ■-  21  millions, 

f'-btuary  1^20.  Coined  or  bank  notes  for  - ^79  niillions. 

February  22,  1720.  Incorporation  of  the  bank  with  the  company 
of  the  Indies. 


FeOiUary  27,  1720.  A prohioition  by  which  no  one  was  to  have 
in  his  cuftody  more  than  500  livres  of  coin. 

Marcn  5,  1720.  The  coin  railed  to  80  livres  per  marc. 

March  1 1 , 1720.  The  coin  brought  down  to  65  livres  per  marc  ; and 
gold  rorbid  to  be  coined  at  the  mint,  or  ufed  in  commerce. 


March  1720.  Coined  of  bank  notes  for 
Apnl  1 720.  Coined  of  bank  notes  for 
May  I,  1720.  Coined  of  bank  notes  for 

K k 2 


livres. 

I 91  803  060 
792  474720 
<^42  395  130 
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May  21,  1720.  The  denomination  of  the  paper  diminifhed  by 
arret  of  council,  which,  in  an  iiiRant,  put  an  end  to  all  credit,  and 
made  the  bubble  burft. 

At  this  period  had  been  coined  of  bank  notes  to  the  immenfe 

X 

livres. 

fum  of  --------  - 2 6^6  400  000 

Of  which  had  been  ifflied  - - - - 2 235  083  590 

Remained  in  the  bank  - - - - 461316410 

Dutot,  Vol.  I.  p.  144.  Vol.  II.  p.  207. 

May  27,  1720.  The  arret  of  the  2111  of  this  month  recalled,  and 
the  paper  reflored  to  its  full  denomination. 

May  29,  1720.  The  coin  raifed  to  82  livres  10  fols  marc. 

June  3,  1720.  400,000  actions  belonging  to  the  Regent  are 
burnt;  and  the  24,000  more,  v/hich  were  created  Odlober  4,  1719; 
lupprelTed ; alfo  25  millions  of  the  interell  formerly  granted  to  the 
company  for  their  loan  of  1600  millions,  retroceded  by  the  com^ 
pany,  and  conftituted  again  upon  the  town-houfe  of  Paris. 

0(5tober  10,  1720.  All  bank  notes  are  ordered,  by  arret  of  this 
day,  to  be  fupprelTed,  if  not  brought  to  the  bank  before  the  ill  of 
December  following,  in  order  to-  be  paid  in  manner  therein 
fpecified. 


CHAP.  XXIX. 

Continuation  of  the  Accomtt  of  the  Royal  Bank  of  France^  until  the 
time  that  the  Company  of  the  Indies  pt^omifed  a Dividend  of  200 

L ivres  per  Atimt. 

HESE  things  premifed,  what  follows  wall,  I hope,  be  ealily 
-J.  underftood. 

So  foon  as  the  Regent  of  France  perceived  the  wonderful  elieds 
produced  by  Mr.  Law’s  bank,  he  immediately  refolved  to  make  ufe 

of 
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of  that  engine,  for  clearing  the  King’s  revenue  of  a part  of  the  un- 
fupportable  load  of  80  millions  of  yearly  intereft,  due,  though  in- 
deed very  irregularly  paid,  to  the  creditors. 

It  was  to  compafs  this  end,  that  he  bellowed  on  Mr.  Law  the  com- 
pany of  the  Well  Indies,  and  the  farm  of  the  tobacco. 

To  abforb  100  millions  of  the  moll  difcredited  articles  of  the 
King  s debts,  200,000  actions  or  fhares  of  this  company  were  created. 
Thefe  were  rated  at  500  livres  each,  and  the  fubfcription  for  the 
actions  was  ordered  to  be  paid  in  billets  d'etat,  fo  much  difcredited 
by  reafon  of  the  bad  payment  of  the  intereft,  that  300  livres^  nomi- 
nal value  in  thefe  billets,  would  not  have  fold  upon  change  for 
above  160  or  170  livres.  In  the  fubfcription  they  were  taken 
for  the  full  value.  As  thefe  actions  became  part  of  the  company’s 
ftock,  and  as  tne  intereft  of  the  billets  was  to  be  paid  to  them  by 
the  King,  this  was  effectually  a loan  from  the  company  to  the 
King  of  100  millions  at  jiper  cenu 

The  next  ftep  was  to  pay  the  intereft  regularly  to  the  company. 
L^pon  this  the  actions  which  had  been  bought  for  170  livres,  real 
value,  mounted  to  par,  that  is,  to  300  livres. 

This  was  afcribed  to  the  wonderful  operations  of  the  bank  j 
whereas  it  was  wholly  ovff  ng  to  the  regular  payment  of  the  intereft. 

In  May  Tohovxing  17 ip,  the  Eaft  India  company  was  incorporated 
with  tne  Weft  India  company : and  the  200,000  aClions  formerly 

Gi\.ated,  were  to  oe  entitled  to  a common  ftiare  of  the  profits  of  the 
joint  trade. 

But  as  the  fale  of  the  firft  aftions  had  produced  no  liquid  value 
wdiieh  could  be  turned  into  trade  (having  been  paid  for  in  ftate 
billets J a new  creation  of  30,000  new  actions  w’as  made  in  June 

17195  and  the  fubfcription  opened  at  330  livres  payable  in  effeClive 
coin. 

The  confidence  or  the  public  in  Mr.  Law,  was  at  this  time  fo 
great,  that  tney  migh  t have  fold  for  much  more ; but  if  was  judged 
expedient  to  limit  the  fubfcriptions  to  this  fum ; leaving  the  price 

of 
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of  the  aftions  to  rife  in  the  market,  according  to  demand,  in  favour 
of  the  original  fiibfcribers. 

This  money  amounting  to  27  500  000  livres  in  coin,  was  to  be 
employed  in  building  of  £hips,  and  other  preparations  for  carrying 
on  the  trade. 

The  hopes  of  the  public  were  fo  much  raifed  by  the  favourable 
appearance  of  a moil  lucrative  trade,  that  more  actions  were 
greedily  demanded. 

Accordingly  in  a month  after  (July  1719)  another  creation  was 
made  of  50,000  actions  ; and  the  price  of  them  fixed  at  1000  livres. 

It  mult  be  obferved,  that  all  actions  delivered  by  the  company  of 
the  Indies,  originally  contained  an  obligation  on  the  company  for 
no  more  than  4 per  cent,  upon  the  value  of  5000  livres,  with  a pro- 
portion of  the  profits  on  the  trade  ; fo  that  the  rife  of  the  acitions  pro- 
ceeded entirely  from  the  hopes  of  thofe  great  profits,  and  from  the 
-finking  of  the  rate  of  intereft  j a confequence  of  the  plenty  of  mo- 
ney to  be  lent. 

But  befides  the  trade,  what  railed  their  value  at  this  time,  was, 
that  juft  before  the  laft  creation  of  acStions,  the  King  had  made  over 
the  mint  to  the  company  for  a confideration  of  50  millions  of  livres  j 
and  this  opened  a new  branch  of  profit  to  every  one  interefted. 

The  fale  of  the  laft  coined  actions  taking  place  at  iooo  livres  each, 
fo  great  a rife  feems  to  have  engaged  the  Regent  to  extend  his 
views  much  farther  than  ever.  To  fay  that  he  forefaw  what  was 
to  happen,  would  be  doing  him  the  greateft  injuftice.  He  forefaw 
it  not,  nioft  certainly ; for  no  man  could  forefee  fuch  complicated 
events.  But  had  he  conducfted  himfelf  upon  folid  principles  ; or  by 
the  rules  which,  we  now  fay,  common  honefty  required,  lie  certainly 
never  would  have  countenanced  the  fubfequent  operation. 

Tne  fourth  creation  of  actions  was  in  the  beginning  of  Septem- 
ber 1719. 

- In  the  interval  between  the  third  and  the  fourth  creation,  the 
Regent  made  over  the  general  farms  to  the  company,  who  paid 
three  millions  and  a half  advanced  rent  for  them.  And  the  com- 
pany 
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pany  obliged  themfelves  to  lend  the  King  (including  the  loo  mil- 
lions already  lent  upon  the  firft  creation  of  actions)  the  immenfe 
fuin  of  1600  millions  at  3 _per  cent,  that  is,  for  48  millions  intereft. 
Now  it  is  very  plain,  that  before  the  month  of  September  1719,  it 
was  impoliible  they  could  lend  the  King  fo  great  a fum. 

They  had  already  lent  him,  in  September  1718,  100  millions,  bv 
taking  the  billets  d'etat  for  the  fubfcription  of  the  firfc  creation  of 
aftions  ; the  fecond  creation  had  produced  coin,  laid  out  in  mercan- 
tile preparations  j and  the  third  creation  of  actions,  at  the  ftandard 
value,  was  worth  no  more  than  yo  millions  of  livres : this  w^as 

their  whole  flock.  Where  then  could  they  find  i yoo  millions  more 
to  lend  ? 

I therefore  conclude,  that  at  this  time,  the  combination  which  I 

am  now  to  unfold,  muft  have,  more  or  lefs,  taken  place  between 
the  Regent  and  this  great  company. 

The  public  was  abundantly  imbibed  vdth  the  notion  of  the  pro- 
digious profits  of  the  company,  before  they  got  pofleflion  of  the 
pneral  farms.  No  fooner  had  they  got  that  new  fource  of  riclies 
into  their  hands,  than  they  promifed  a dividend  of  no  lefs  than  200 

livres  on  every  action,  which  was  ten  times  more  than  vcas  divided 
on  them  when  at  firft  created. 

The  confequence  of  this  was,  that  (fuppofing  the  dividend  per- 
manent and  fecure)  an  achion  then  became  as  well  worth  5000  livres 
as  at  firft  It  w^as  worth  500  livres ; accordingly  to  yooo  did  it  rife^ 
upon  the  promife  of  the  nevr  dividends. 

^ But  wdiat  could  be  the  motive  of  the  company  to  promife  this 
dividend,  only  three  months  after  their  eftablifliment  ? Surely,  not 
tne  profits  upon  a trade  which  was  not  as  yet  opened.  Surely,  not 

the  profits  upon  the  King’s  farms  j for  thefe  profits  it  was  greatly 
their  intereft  to  conceal. 

^ iheir  views  lay  deeper.  The  Regent  perceived  that  the  fpirit  of 
tne  nation  was  too  much  inflamed,  to  fuifer  them  to  enter  into  an 
ex^ination  of  the  wonderful  phenomena  arhfing  from  the  efla- 
bhfliment  of  the  bank,  and  company  of  the  Indies.  If  the  com- 


pany 
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pany  promifed  200  iivres  dividend,  the  public  concluded  that  their 
profits  would  enable  them  to  pay  it  5 and  xeaily  in  this  particular 
the  public  might  be  excufed. 

The  plan,  therefore,  concerted  between  the  Regent  and  the  com- 
pany feems  to  have  been,  to  raife  the  actions  to  this  great  value, 
ill  order  to  fufpend  a greater  quantity  of  notes  in  circitlatxon. 

This  was  to  be  accomplifhed,  i.  by  the  Regent's  purchafing  the 
actions  himfelf  from  the  company';  2.  by  borrowing  back  the  notes 
he  had  paid  for  them,  in  order  to  fill  up  the  loan  which  the  com- 
pany had  agreed  to  make ; 3.  to  pay  off  all  the  public  creditors 
with  thofe  notes  fo  borrowed  back ; and  4.  wmen  the  nation  was 
once  filled  with  bank  paper,  to  fell  the  actions  he  had  purchaled 
from  the  company,  to  withdraw  his  own  paper,  and  then  deftroy  it. 
By  this  operation  the  whole  debts  of  France  were  to  be  turned 
into  acTtions  ; and  the  company  was  to  become  the  public  debtor, 
inilead  of  the  King,  who  would  have  no  more  to  pay  but  48  mil- 
lions of  intereft  to  the  company. 

By  this  operation  alfo,  the  Regent  was  to  withdraw  all  the  bank 
notes  v/hich'he.had  iffued  for  no  other  value  but  for  the  payment 
of  debts ; which  notes  were  demandable  at  the  bank ; and  for  the 
future,  he  was  to  iffue  no  more  (I  fuppofe)  but  for  value  preferved. 


CHAP.  XXX. 

Ifi^uiry  into  the  Motives  of  the  Duke  of  Orleans  in  concenting  the 

Plan  of  the  Mijffppi, 

O W if  we  examine  the  motives  of  the  Regent,  with  regard  to 
this  plan,  and  fuppofe  that  lie  forefaw  all  that  was  to  happen 
in  conleciuence  of  it ; and  if  we  alfo  luppofe  that  he  really  believed 
that  the  company  never  could  be  in  a iituation  to  make  good  the 

dividend  . 
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dividend  of  200  livres,  which  they  had  promifed  upon  their  aclions  ; 
in  a word,  if  we  put  the  worfl:  interpretation  upon  all  his  aaions, 

we  mull  conclude  that  the  whole  was  a moil  confummate  piece  of 
knaveiy. 

But  as  this  does  not  appear  evidently,  either  by  the  fucceeding 
operations,  or  ultimate  confequences  of  this  fcheme,  I am  loth  to 
afcribe,  to  that  great  man,  a fentiment  fo  oppofite  to  that  which 
animated  him,  on  his  entrance  upon  the  regency,  when  he  nobly 

rejeaed  the  plan  propofed  to  him  for  expunging  the  debts  alto- 
gether. 

I may  therefore  fuppofe,  that  he  might  believe  that  the  com- 
pany to  whom  he  had  given  the  mint,  the  tobacco,  the  farms,  and 
the  trade  of  France,  and  to  whom  he  foon  after  gave  the  general 
receipt  of  all  the  revenue,  might  by  thefe  means  be  enabled  to 
make  good  their  engagements  to  the  public.  I fay,  this  may  hefap- 
pofed;  in  which  cafe  juftice  was  to  be  done  to  every  one;  and  the 

King’s  debts  were  to  be  reduced  to  48  millions  a year,  inftead  of 
80  millions. 

That  tins  is  a fuppofeable  cafe,  I gather  from  Dutot,  who  gives 

us  an  enumeration  of  the  revenue  of  the  company,  Vol.  1.  p.  162 
as  follows : ^ 

Revenue  of  the  Company  of  the  Indies. 

Intereft  paid  to  the  oovcvp'a.VLy  per  annim 
Profits  upon  the  general  farms  - - _ 

Ditto  upon  the  general  receipt  of  other  taxes 
Ditto  upon  the  tobacco  - - _ _ 

Ditto  upon  the  mint  - - - _ _ 

Ditto  upon  their  trade 

In  all  of  yearly  income  - - - . _ 

-Now  If  we  luppofe  the  intereft  of  money  at  3 pe.  cent,  this  fum 
wnmd  amwer  to  the  capital  of  ^664  millions,  which  was  more  than 

fwe'rabl-"  "-ere  to  become  an- 


48  000  000 
15  000  0-00 

1 500  000 

2 000  000 
4 ooo  000 

I o 000  000 


VOL.  If. 
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Upon  tills  view  of  the  matter,  I fay,  it  nvas  pojftbh^  that  the  Re- 
gent might  form  this  plan,  without  any  intention  to  defraud  the 
creditors  ; and  niore  I do  not  pretend  to  affirm. 

1 have  faid  that  he  purpofely  made  the  company  raife  the  price 
of  their  a<5tions,  in  order  to  draw  more  notes  into  circulation. 

To  this  it  may  be  objected,  that  he  might  as  iveli  have  paid  off 
the  creditors  wdth  bank  notes,  wdthout  going  this  round-about  ivay 
to  wmrk  j and  have  left  them  to  purchafe  the  actions  dirediy  from 


the  com  D any. 

X * 

I anfwer,  that  fuch  an  operation  would  have  appeared  too  bare- 
faced, and  might  have  endangered  the  credit  of  the  bank.  Whereas 
in  buying  the  adions,  which  were  run  upon  by  every  body,  the 
Rate  only  appeared  defiroiis  of  acquiring  a iliare  of  the  vaft  profits 
to  be  made  by  the  company.  Farther, 

As  the  company  appeared  willing  to  accept  of  bank  notes  from 
the  Hate,  in  pai/ment  of  their  adions,  this  manceuvre  gave  an  addi- 
tional credit  both  to  the  actions,  and  to  the  notes  ; a thing  very  ne- 
ceffary  to  be  attended  to,  in  a fcheme  which  was  calculated  to  bring 
about  a total  transformation  of  the  fecurity  for  the  King’s  debts. 

I mull  however  obferve,  that  at  the  period  concerning  which  we 
.are  now  talking,  (viz.  at  the  time  the  company  promiied  the  divi- 
dend of  200  livres  per  adion)  the  plan  we  have  been  defcribing 


could  not  have  been  carried  into  execution. 

There  were  at  that  time  only  400,000  adions  created,  rated  at 
777  millions  : of  thefe  were  difpofed  of  at  leafl;  270,000,  to  wit,  the 
original  200,000 ; and  the  fecond  creation  of  3-0,000,  fold  for  coin. 
Befides,' there  were  then  only  coined  in  bank  notes  for  720  millions.. 
So  there  was  not  a poffibility  of  executing  the  plan  I have  men- 
tioned, as  matters  then  Rood. 

It  is  from  the  fuhfequent  operations  of  the  fyflemj,  that  it  appears 
evident  that  this  arid  this  only  could  be  the  intention. 

We  lliall  fee  how  the  number  of  adions  were  multiolied,  without 
any  other  view  than  to  make  the  public  imagine,  that  the  funds  ne- 
cefiary  for  carrying  on  the  trade  of  the  company  xvere  immenfe. 

i ' Tiio 
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Tpxe  number  of  the  actions  fold  to  the  public  was  very  incon- 
fiderabie,  compared  with  thofe  fold  to  the  Regent,  and  found  in 
his  hands  at  the  blowing  up  of  the  fyliem. 

Befidcs,  -at  the  period  when  the  number  of  actions  was  carried 
to  the  utmoft,  viz.  to  624,000,  the  bank  notes  bore  no  proportion 
to  their  value  ; for,  on  the  4th  of  October  1719,  when  the  lait  crea- 
tion of  actions  was  made,  the  bank  notes  did  not  exceed  the  fum, 
above  fpecified,  to  wit,  420  millions. 

But  in  tracing  the  progrefs  of  the  fyilem  upon  the  table,  Ave 
perceive,  that  after  the  actions  were  once  carried  to  their  full  num- 
ber, (October  4th,  1719)  then  the  coining  of  bank  notes  began 
at  a molt  prodigious  rate  j in  fo  much,  that  by  the  month  of  May 
1720,  they  were  increafed  from  520  millions,  to  above  2696  mil- 
lions ; and  all  this  fum,  except  461  millions,  were  found  in  circu- 
lation. 

Farther : AYe  ilaall  fee,  that  when  the  Regent  and  the  company 
made  out  their  accompts,  there  were  found  in  the  Regent’s  hands 
no  lefs  than  400,000  actions,  wnich  were  burnt ; and  24  millions 
of  intereft  upon  tne  fum  of  money  due  by  the  King  to  the  com- 
pany, extinguillaed. 

Thefe  facts  prove  beyond  a..aoubt,  that  tliefe  400,000  actions  had 
been  bought  with  the  notes  coined  pofterior  to  the  4th  of  October 
1719;  otherwife  the  adlions  could  not  have  become  the  property 
of  the  Rate,  ' / 

Beiides,  it  was  acknowxegecl  publicly,  that  the  notes  were  coined 
for  that- purpofe.  (See  Dutoc,  VoL  I.  p.  144.)  In  the  next  place, 
it  is  evident,  that  tne  notes  which  nad  been  given  in  payment  for 
actions,  hcxQ.  Deen  borrowed  bacic,  to  fill  up  the  loan  of  1 600 
millions  of  hvres  ; which  the  company  never  could  have  other- 
Xvife  lent  to  the  King.  And  m tne  laR  place,  it  is  certain  that  the 
pubxic  aebts  "were  paid  orr  with  tliefe  notes,  fo  borroived  back 
iiOm  tne  company  ; becaufe  we  fiiail  find  the  notes  in  circulation 
at  the  blowing  up  of  the  lyitem,  in  May  1720;  and  we  fiiall  me 
hov/  tney  were  paid  and  withdrav/n  in  Oclober  following. 

L i "2  Tills 
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This  detail  I own  is  a little  long,  and  perhaps  too  minute-,  but  I 
thought  it  neceirary  to  prove  the  folidity  of  my  conjedures^  con- 
cerning the  Regent’s  motives  in  concerting  this  plan ; which  no 
Frencirauthor,  that  ever  I faw,  has  pretended  to  unfold,  except  by 
hints  too  dark  to  be  eafiiy  comprehended. 

Vvhat  IS  now  to  follow,  will  Rill  fef  my  conjeaures  in  a fairer 
light.  We  have  feen  already  from  the  table,  with  what  rapidity 
the  creation  of  adions  went  on  from  the  13th  of  September  to  the 
4th  of  Odober  1719.  No  lefs  than  324,000  were  created  in  that 
interval. 

Yet  Dutot,  vol.  ii.  p.  id^,  et  feq.  poiitively  fays,  that  on  the  4tli 
of  Oaober,  the  company  had  not  fold  for  more  than  182,500,000 
livres  of  their  aftions.  Now  the  total  value,  as  they  were  rated 
wHien  created,  extended  to  1,797,500,000  ; fo  there  was  litde  more 
than  one  tenth  part  of  the  value  fold  off. 

Why  therefore  create  fuch  immenfe  quantities  of  adtions,  and 
fo  far  beyond  the  demand  for  them,  but  to  throw  dull  in  the  eyes 
of  the  public  ? to  keep  up  the  fpirit  of  infatuation ; and  to  pave 
the  way  for  the  final  execution  of  the  plan  I 

The  adlions  being  brought,  by  four  fucceflive  creations,  of  the 
1 3th  and  28th  of  September,  the  2d  and  4th  of  October,  to  their 
full  number,  the  company,  during  that  interval,  obtained  the  ge- 
neral receipt  of  the  whole  revenue.  Thus,  fays  Dutot,  vol.  ii. 
p.  197.  the  company  was  intrufiied  with  the  whole  revenue,  debts 
and  expences  of  the  Rate,  and  all  unneceflary  charge  was  avoided 
in  colledting  and  adminiftring  it. 

In  the  month  of  November  1719,  the  credit  of  the  bank,  and  of 
the  company,  was  fo  great,  that-  the  actions  rofe  to  io,oco  livres. 
Notwithfianding,  fays  Dutot,  vol.  ii.  p.  1 98.  that  the  company  did 
'what  they  could  to  keep  down  the  price,  by  throwing  into  the  mar- 
ket, in  one  week,  for  no  lefs  than  30  millions.  He  afiigns  feven 
different  reafons  for  this,  which,  ajl  put  together,  are  not  worth 
one  ; to  wit,  that  the  Regent  was  ready  to  buy  up  every  one  that 
lay  upon  hand,  in  concert- with  the  company. 


If 


Chap.  XXX. 


OF  POLITICAL  OECONOMY. 


261 


If  the  company  had  been  inclined  to  keep  down  the  price  of  the 
adlions,  they  had  nothmg  more  to  do  than  to  deliver  part  of  the 
vaffc  number  they  ftill  had  unfold,  at  the  flandard  value  of  5000- 
livres,  at  which  they  were  rated  when  created  ; and  this  would 
have  effeclually  prevented  their  rifing  to  10,000  livres. 

But  it  was  the  intereft  of  the  Regent,  who  was  at  that  time  well 
provided  v/ith  actions,  to  Hock-job,  and  to  buy  with  one  hand, 
while  he  was  felling  with  the  other : tiiefe  operations  were  then 
as  well  known  in  the  flreet  called  Quinquempoix,  as  now  in  Change- 
alley. 

As  a proof  of  the  juftnefs  of  my  allegation,  that  the  Regent  was 
doing  all  he  could  to  raife  the  price  of  the  atHions,  Dutot  informs 
us,  in  the  place  above  cited,  that  the  bank,  at  this  very  time,  was 
lending  money,  upon  the  fecurity  of  a<ftions,  at  2 per  cent.  If  that 
was  he  cafe,  how  was  itpolTible  that  anadlion,  with  200  livres  divi- 
dend, Ihould  fell  for  lefs  tlian  10,000  livres,  which  is  the  capital  cor- 
refponding  to  200  livres,  at  2 per  cent.  ? 

This  is  evident  5 and  were  it  neceiTary,  it  may  be  proved  to  de- 
monllration,  that  the  rife  of  the  anions  was  the  confequence  of  a 
political  combination. 

Bjt  money,  txt  that  time,  came  to  bear  no  more  than  2 per  cent., 
and  if  the  company  was  able  to  afford  200  livres  upon  the  action  j 
where  was  the  inequity  of  railing  the  aftions  to  10,000  livres  ? I con- 
fefs  I can  fee  none,  nor  do  I perceive  either  the  impofiibility  or 
improbability  of  the  two  poflulata,  had  matters  been  rightly  con- 
dudted. 

As  to  money’s  falling  to  2 per  cent,  any  man  of  20  years  old  may 
expect  to  fee  it,  without  a M.i£l£lppi  and  as  for  the  payment  of  the 
^1^  I'-^tids,  there  never  were  in  the  hands  of  the  public,  nor  ever 
could  be,  had  all  the  creditors  of  the  200c  millions  of  public  debts 
invefted  in  adfions  at  10,000  a-piece,  one  half  of  624,000  actions 
dixpoicd  of:  confequently , the  200  livres  dividend  would  not  have 
amounted,  upon  312,000  aflions,  to  more  than  62,400,000  livres; 

and 
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and  the  revenue  of  the  company,  as  v/e' have  feen,  exceeded  8o 
millions  a year.  . * 

This  ftill  tends  to  vindicate  the  Regent  from  the  grofs  imputation 
of  fraud,  in  the  conduct  of  the  Miffiiippi. 

But  what  Ihould  fiill  more  exculpate  that  prince,  in  the  eyes  of 
every  impartial  man  who  examines  the  whole-  cond lift  of  the  af- 
fair, is  the  uniform  fentimerits  of  the  moft  intelligent  men  in 
Trance  concerning  the  doctrine  of  money  and  credit. 

When  we  find  Dutot,  who  wrote  agaifuT  the  arbitrary  change 
of  the  com ; and  De  Melon,  the  Regent’s  m.an  of  confidence  and 
fecretary,  who  wrote  for  it,  two  perfons  confidered  in  France 
as  moft  able  financiers,  both  agreeing,  that  during  the  operations 
of  the  fyftem.,  money  never  was  to  be  confidered  but  accordino-  to 
denominations  that  there  was  nothing  againft  good  policy  in 
changing  the  value  of  thefe  denominations  ; and  that  paper- 
money,  w^hether  ifiued  for  value,  or  for  no  value,  or  for  the.  pay- 
ment of  debts,  was  always  good,  providing  thsre  vjas  coin  enough  in 
France  iov  the  changing  of  it,  although  that  coin  did  not  belong  to 
the  debtors  in  the  paper ; when  thefe  principles,  I fav,  -were 
adopted  by  the  men  of  penetration  in  France  ; wTien  vee  find  them- 
publifhed  in  their  writings,  many  yea.rs  after  the-  Regent’s  death, 
as  maxims  of  what  they  call  their  credit  public  ; I- think,  it  would  be 
the  higneu  injuftice  to  toad  the  Duke  of  Orleans  wdth  the  grofs  im- 
putation or  knavery,  in  the  Millifippi  fclieme. 

LciW  no  doubt  faw  its  tendency.  But  Law  fav/  alfo,  • that  credit 
iupported  itfeif  on  thofe  occafions,  where  it  flood  on  the  moft 
tickhih  bottom. : he  faw  bank  notes  to  the  amount  of  more  than 
two  rhoiifand  millions,  iiliied  in  payment  of  the  King’s,  debts, 
without  occafioning  any  run  upon  the  bank,  or  without  Rtggefting 
an  idea  to  the  public  that  the  bank  fhould  naturally  have  had  fome 
fund,  to  m.ake  them  good  : he  faw  people,  ■ who  -were  in  poflkiilon 
Oi  a value  in  paper  exceeding  dooo  millions  of  livres,  6o  to  the 
marc,  (Dutot,  vol.  i.  p.  144.)  look  calm  and  unconcerned,  when, 
in  one  day,  the  coin  was  raifed  in  its  denomination  to  80  livres  in 
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the  marc  5 by  which  operation,  the  6000  millions  af  the  day  before 
loft  2S  per  cent,  of  their  real  value.  He  faw  that  this  operation  did 
not  in  the  leaf!  affect  the  credit  of  the  bank  paper ; becaufe  people 
minded  nothing  but.  denominations. 

Ke  faw  farther,  that  by  the  operation  propofed,  the  whole  debt  of 
the  King  would  be  transferred  upon  the  company.  He  faw  that  thefe 
debts,  being  turned  into  bank  notes,  would  not  be  fufficient  to  buv 
above  200,000  actions,  at  the  value  they  then  fold  for.  He  knew  that 
the  Regent,  who  had  bought  400,000  of  thefe  adtions  at  5000  livres 
apiece,  that  is,  at  half  price,  ■would  remain  in  polielllon  of  200,000 
actions,  .after  felling  enough  to  draw  back  the  whole  of  the  bank 
notes  iffaed  for  the  payment  of  the  debts  ; and  he  faw  that  the  com- 
pany or  the  Indies  had  a yearly  income  of  above  80  millions  to  enable, 
them  to  make  good  their  engagements : befides,  he  faw  a power 
m the  King  to  raife  the  denominations  of  . the  coin  at  will,  wdthout 
iiiocking  the  ideas  of,  his  people,  by  which  means  he. might  have 
paid  the  2000  millions  wdth  one  louis  d’or.  Put  all  thefe  circum^ 
fiances  together,  and  I can  imagine  that  Law’s  brain  was  turned; 
that  he  had  loft  fight  of  .all  his.  principles  ; and  that  he  might  bel 
lieye  -that  his  former  commmn  fenfe,  vras,  at  that  time,  become 
abiolute  nonfenfe  in  France. 

That  common  fenfe  m^ay  -become  nonfenfe,  is  a thing  by  no 
means  peculiar  to  France,  but  quite  peculiar  to  man. 

I fhall  offer  but  one  argument  more,  to  prove  that  the  Duke  of 
Orleans,  and  Law,  could  have  no  premeditated  defign  of  defraud- 
ing tire  public,  by  thefe  wonderful  operations ; which  is,  that 
hdmittiiig  tiiC  contiaiy,  woiiid  be  allowing  them  an  infinite  fupe— 
riority  of  underftanding  over  all  the  reft  of  Europe. 

Until  the  bubble  burft,  no  body  could  know  where  it  was  to 
end:  every  thing  appeared  very  extraordinary  indeed;  and  the 
fatal  cataftrophe  molght  have  been  expecfted  from  the  greatnefs  of 
the  undertaking,  merely.  But  if  there  had  been  any  roguery  in 
tne  plan  itfelf,  it  muft  have  appeared  palpable  long  before ; be- 

caufe 
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raufe  the  whole  of  the  operations  in  wnich  only  //  cou/d  conlift, 
were  public. 

All  the  notes  were  created  by  public  a€t  of  council  j o weie  the 
aaions:  the  loan  of  1 6co  millions  to  the  King,  by  the  company, 
-was  a public  deed  ; fo  was  the  alienation  in  their  favour,  of  48  mil- 
lions for  the  intereft  of  that  fum.  Notes  were  avowedly  coined  in 
order  to  purchafe  actions,  (Dutot,  VqL  I.  p.  144*)  the  ci  editors  were 
avowedly  paid  with  bank,  notes,  at  a time  wnen  it  was  forbid  to 
have  500  livres  in  coin  in  any  perfon’s  cuftody ; confequently,  it 
was  alfo  forbid  to  demand  coin  for  bank  notes. 

Now  all  this  was  going  on  in  the  months  of  February,  March, 
April,  and  the  beginning  of  May  1720  ; and  no  fufpicion  of  any 
failure  of  credit.  The  coin  alfo  was  fornetimes  raifed,  fometimes 
diminilhed  in  its  value,  and  ftill  the  fabric  Rood  firm. 

Under  thefe  circumftances,  to  fay  there  was  knavery,  is*  to  fay 
that  all  the  world  were  abfolutely  blockheads,  except  the  Regent 
and  John  Law : and  to  that  opinion  I never  can  fubfcribe. 

It  may  feem  furprifmg  that  1 fliould  take  fo  much  pains  to  vindi- 
cate the  two  principal  conductors  of  that  fcheme.  My  intention  is 
not  fo  much  to  do  juftice  to  their  reputation,  which  has  been  grofsly 
calumniated  by  many,  who  have  written  the  hiftory  of  thofe  times, 
as  to  prove,  that  an  ill  concerted  fyftem  of  credit  may  bring  ruin 
on  a nation,  although  fraud  be  out  of  the  queftion  : and  if  a nation 
be  plunged  into  all  the  calamities  which  a public  bankruptcy  can 
occafion,  it  is  but  a fmall  confolation  to  be  afliired  of  the  good  in'* 
teutions  of  thofe  who  were  the  caufe  of  it. 
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CHAR  XXXI. 

Continuation  of  the  Account  of  the  royal  Bank  of  France,  until 
the  total  Bankruptcy  on  the  2ifl  of  May  1720. 

T NOW  refume  the  thread  of  my  ftory.  We  left  off  at  that  period 
A when  the  credit  of  the  company  and  of  the  bank  was  in  all  its 
glory,  (November  1 7 17)  the  actions  felling  at  10,000  livres ; divi- 
dend 200  livres  a year  action  ; and  the  bank  lending  at  2 per 
cent.  .:  all  this  was  quite  conliftent  with  the  then  rate  of  money. 

In  this  date  did  matters  continue  until  the  22d  of  February  1720, 
when  the  bank  was  incorporated  with  the  company  of  the  Indies. 

The  King  ftill  continued  guarantee_  of  all  the  bank  notes,  none 
were  to  be  coined  but  by  his  authority : and  the  controller-general 
for  the  time  being,  was  to  have,  at  all  times,  with  the  Pre%;ot  des 
marchands  of  Paris,  ready  accefs  to  infped  the  books  of  the  bank. 

As  the  intention,  at  the  time  of  the  incorporation,  was  to  coin  a 
very  great  quantity  of  notes,  in  order  to  buy  up  the  actions  ; and 
to  borrow  back  the  money,  in  order  to  pay  off  the  creditors  ; it  was 
proper  to  gather  together  as  much  coin  as  poffible,  to  guard  againft 
a run  upon  the  bank : for  which  purpofe  the  famous  Arret  de  Crmfeil^ 
o±  the  27th  of  February  1720,  was  publiihed,  forbidding  any  per- 
fon  to  keep  by  them  more  than  500  livres  in  coin. 

this  was  plainly  annulling  the  obligation  in  the  bank  paper,  to 
pay  to  the  bearer  on  demand  the  fum  fpecijied^  in  fil<ver  coin. 

Was  it  not  very  natural,  that  fuch  an  arret  fhould  have,  at  once, 
put  an  ena  to  the  credit  of  the  bank.  No  fuch  thing  hov/ever  hap- 
pened. The  credit  remained  folid  after  this  as  before  ; and  no  body 
minded  gold  or  filver  any  more  than  if  the  denomination  in  their 
papei  nad  had  no  relation  to  thofe  metals.  Accordingly,  many,  who 
had  coin  and  confidence,  brought  it  in,  and  were  glad  to  get  paper 
for  it. 
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The  coin  being  collected  in  about  a week’s  time,  another  Arret  de 
Confeil,  of  the  ^th  of  March,  was  ifilied,  railing  the  denomination 
from  6o  livres  to  8o  livres  the  marc.  Thus,  I fuppofe,  the  coin 
which  the  week  before  had  been  taken  m at  6o  livres,  was  paid 
av/ay  at  8o : and  the  bank  gained  334.  per  cent,  upon  this  operation. 
Did  this  hurt  the  credit  of  the  bank  paper  I Not  in  the  leaft. 

' So  foon  as  the  coin  was  paid  away,  which  was  not  a long  ope- 
ration, for  it  was  over  in  lefs  than  a week  ; another  Arret  de  Confeil^ 
of  the  I ith  of  the  fame  month  of  March,  came  out,  declaring  that, 
by  the  firft  of  April,  the  coin  was  to  be  again  reduced  to  70  livres 
the  marc,  and  on  the  firft  of  May  to  livres.  Upon  this,  the  coin, 
which  had  been  paid  away  the  w'eek  before,  came  pouring  into  the 
bank,  for  fear  of  the- diminution  which  was  to  take  place  the  firft 
of  April.  In  this  period  of  about  three  weeks,  the  bank  received 
about  44  millions  of  livres  ; and  thofe  who  brought  it  in  thought 
they  were  Vv^ell  rid  of  it. 

It  was  during  the  months  of  February,  March,  and  April  1720, 
that  the  great  operations  of  the  fyftem  were  carried  on. 

We  may  fee  by  the  chronological  anecdotes  in  the  3($th  chapter, 
what  prodigious  fums  of  bank  notes  were  coined,  and  ifliied  during 
that  time.  It  was  during  this  period  alfo,  that  a final  conclufion  tvas 
put  to  the  reimburfing  all  the  public  creditors  with  bank  notes  : in 
confequence  of  which  payment,  the  former  fecurities  granted  to 
them  by  the  King,  under  the  authority  of  the  parliament  of  Paris, 
vcere  withdrawn  and  annulled. 

Here  then  we  have  conducted  this  fcheme  to  the  laft  period. 

There  rem.ained  only  one  ftep  to  be  made  to  conclude  the  opera^ 
tion  : to  wit,  the  fale  of  the  aUioiis,  w-hich  the  Regent  had  in  his 
ciiftody  to  the  number  of  400,000. 

Thefe  were  to  be  fold  to  the  public,  who  were  at  this  time  in  pof- 
feflion  of  bank  notes  to  the  value  of  2 235  083  590  livres.  See  the 
foregoing  table. 

Had  the  fale  of  the  actions  taken  place,  the  notes  would  all  have 
returned  to  the  banic,  and  there  have  been  deftroyed:  by  which 
4 operation, 
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operation,  the  company  would  have  become  debtor  to  the  public 
for  the  dividends  of  all  the  aftions  in  their  hands,  and  to  the  King 
for  all  thofe  which  might  have  remained  in  the  hands  of  the  Regent. 
Thefe  proportions  we  cannot  bring  to  any  calculation,  as  it  would 
have  depended  entirely  on  the  price  of  the  actions  during  fo  great 
an  operation ; and  on  the  private  conventions  between  the  parties, 
the  Regent  and  the  company. 

But  alas  ! all  this  is  a vain  fpeculation.  The  fyflem  which  hitherto 
had  flood  its  ground  in  fpite  of  the  mod  violent  fhocks,  Vv'^as  now  to 
tumble  into  ruin  from  a childifh  whim. 

In  order  to  fet  this  flroke  of  political  arithmetic  in  the  moft  ludi- 
crous light  poffible,  I muft  do  it  in  Dutot’s  own  v/ords,  uttered  with 
a fore  heart  and  in  fober  fadnefs. 

He  had  faid  before,  that  the  coin  of  France  was  equal  to  1200 
millions  of  livres  at  60  iivres  the  marc.  This  marc  was  now  at  d5- 
hvres  (in  May  1720,  as  above)  fo  the  nuraerary\  value,  as  he  calls  it, 
(that  IS  the  denomination)  of  the  coin  was  nov/  rifen  to  i 300  oco  000 ; 
but  the  bank  notes  circulating  in  the  month  of  May  were  carried 
to  2 696  400  oco  ; then  he  adds. 

The  13*20  millions  of  coin  ’which  ’were  in  France,  were  very  far 
“ from  2696  millions  of  notes.  In  that  cafe,  the  fum  of  notes  was 
“ to  the  fum  of  coin,  nearly  as  2^V  are  to  i ; that  is  to  fay,  that  207 
“ livres  8 fols  if  denier  in  notes,  was  only  worth  100  livres  in  coin; 

or  otherwife,  that  a bank  note  of  100  iivres,  was  only  worth  aS. 

“ livres  4 fols  5 deniers  in  coin,  or  thereabouts.”  Would  not  any 
mortal  conclude  from  this,  that  the  whole  fum  of  1300  millions  had 
been  in  the  bank,  as  the  only  fund  for  the  payment  of  the  paper  ? 

This  is  a laboured  equation,  and  from  it  we  have  a fpecimen  of 
this  gentleman’s  method  of  calculating  the  value  of  bank  paper : 
but  let  us  hear  him  out. 

“ This  prodigious  quantity  of  money  in  circulation,  fays  he,  had 
“ raifed  the  price  of  every  thing  esceffively:  fo  in  order  to  bring 
“ dowm  prices,  it  was  judged  more  expedient  to  diminiin  the  deno- 
“ mmation  of  the  bank  notes,  than  to  raife  the  denomination  of 

M m2  “ the 
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“ the  coin ; becaufe  that  diminilhed  the  quantity  of  mone} , ims 
“ augmented  it.” 

This  was  the  grand  point  put  under  deliberation,^  before  tht  fa- 
mous arret  of  the  2 ill  of  May  v/as  given,  viz.  whether  to  raife  the 
value  of  the  coin,  -juhich  did  not  belong  to  the  bank,  but  to  the  French 
nation,  to  double  the  denomination  it  bore  at  that  time,  that  is,  to 
130  livres  the  marc,  by  which  means  the  1300  millions  would 
have  made  2600  millions,  or  to  reduce  the  2600  millions  Ox  bank 
notes  to  one  half,  that  is,  to  1300  millions,  the  total  denomination 
of  the  coin. 

To  fome  people  it  would  have  appeared  more  proper,  to  allow  mat- 
ters to  Rand  as  they  vrere,  as  long  as  they  would  Rand,  at  leaR  until 
the  actions  had  been  all  fold  off  5 but  this  was  not  thought  proper. 
After  a moR  learned  deliberation,  it  was  concluded  to  reduce  the 
denomination  of  all  the  paper  of  France,  bank  notes  as  well  as 
actions,  inftead  of  raifing  the  denomination  of  the  coin ; and  this 
becaufe  prices  were  in  proportion  to  the  quantity  of  the  denomina- 
tions of  money. 

The  arret  was  no  fooner  publiflied  than  the  whole  paper  fabric 
fell  to  nothing.  The  day  following,  the  22d  of  May,  a man  might 
have  Rarved  with  a hundred  millions  of  paper  in  his  pocket. 

This  w^as  a cataRrophe  the  like  of  which,  I believe,  never  hap- 
pened: it  is  fo  ridiculous  that  it  is  a fubjecR  fit  only  for  a farce. 
Here  Dutot’s  lamentations  and  regrets  are  inimitable. 

In  one  place  he  fays,  “ Credit  was  too  far  Rretched  to  be  folid.  It 
was  therefore  proper  to  facrifice  one  part,  to  give  a folidity  to  the 
other.  Even  this  was  done ; but  the  confequences  did  not  cor- 
“ refpond  to  the  intention.  Confidence,  which  is  the  foul  of  credit, 
“ eclipfed  itfelf,  and  the  lofs  of  the  bank  note,  drew  on  the  lofs  of 
the  action.” 

In  another  place  he  fays,  “ This  arret  of  the  2 iR  of  May,  which  ac- 
‘‘  cording  to  fome  hlejoit  Teqnite"  (a  very  mild  expreflion !)  “ deRroyed 
“ all  confidence  in  the  public  5 becaufe  the  King  had  diminifiied 

“ one 
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“ one  half  of  that  paper  money  (the  bank  notes)  which  had  been 
“ declared  fixed.” 

Is  it  not  a thoufand  pities  that  confidence  fliould  have  difappeared 
upon  fo  flight  a wound  given  to  equity,  only  in  the  opinion  of 
fome  ? For  Dutot  thought  the  operation  perfectly  confiftent  with  the 
principles  of  public  credit. 

He  tells  us,  that  a letter  was  writ  to  calm  the  minds  of  the 
people,  and  to  fhew  them  how  abfurd  it  was,  to  allow  the  paper  to 
be  fixed,  while  the  coin  varied : but,  fays  he,  “ as  there  was  a reve- 
“ nue  attached  to  the  aftion,  the  value  of  that  paper  did  not  depend 
“ fo  much  upon  the  capital,  as  on  the  fum  of  the  intereft.”  Very 
juft.  But  were  the  dividends  to  ftand  at  200  livres,  without  fuffering 
the  fame  diminution  as  the  a(51;ion  ? And  how  was  confidence  to 
fubfift  in  a country,  where  the  denominations  of  both  the  paper 
and  the  coin  were  at  the  difpofal  of  a minifter  ? 

The  diminution  upon  the  paper,  by  the  arret  of  the  21ft  of  May, 
raifed  a moft  terrible  clamour  ; and  Law  became  the  execration  of 
France,  inftead  of  being  confidered  as  its  faviour.  He  was  baniihed, 
and  reduced  to  beggary  the  fame  day. 

What  profit  could  either  the  Regent,  or  Law,  have  reaped  from  the 
fuccefs  of  fuch  an  operation  ? Had  the  coin  been  raifed  to  130  livres 
the  marc,  no  hurt  would  probably  have  enfued,  and  the  fame  efle6t 
would  have  been  produced. 

Had  matters  been  left  without  any  change  at  all,  no  bad  confe- 
quences  would  have  followed : thefe  exifted  only  in  the  heads  of 
the  French  theorifts.  There  was,  indeed,  twice  as  much  money  in 
bank  notes  as  in  coin,  in  the  whole  kingdom  of  France : and  what 
then  ? 

When  the  Regent  faw  the  fatal  effecfs  of  his  arret  of  the  21ft;- 
of  May,  he  revoked  it  on  the  27  th  of  the  fame  month.  On  the 
29th,  he  raifed  the  coin  to  82  livres  10  fols  in  the  marc,  and  re- 
eftablilhed  all  the  paper  at  its  former  denomination  : but,  as  Dutot 
has  faid,  confidence  was  gone,  and  was  no  more  to  be  recalled. 

Nothing 
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Nothing  furprifes  me,  but  that  flie  lived  fo  long  under  fuch  rough 
management. 

Diitot,  in  talking  of  this  augmentation  of  the  coin,  on  the  2pth  of 
May,  to  82  livres  10  fols,  fays,  “ This  operation  was  conliftent  with 
“ the  principles  of  public  credit,  and  advantageous.  They  would 
“ have  done  better  had  they  pufhed  the  augmentation  to  135-  livres 
“ the  marc ; which  v/ould  have  made  the  fpecie  of  France  equal 
“ to  the  film  of  bank  notes.”  Thefe  are  liis  words,  p.  iby. 

Are  not  thefe  very  feniible  principles,  coming  from  a man  who 
has  v/rit  a book,  which  indeed  few  people  can  underftand,  in  order 
to  prove  the  great  hurt  of  tampering"  with  the  coin  of  France  ? 


CHAP.  xxxn. 


Conclufion  of  the  Miffjippi  Scheme^ 

^ I'  'HE  Regent,  perfuad6d  that  the  blunder  of  the  and  of  May  was 

-8-  abfolutely  irreparable,  fell  to  work  next  to  clear  accompts 
with  the  company. 

Fie  owed  them  16-0  millions  capital,  and  q.8  millions  a year  of 
intereft  upon  it. 

On  the  other  hand,  he  had  in  his  pofrellion  no  lefs  than  400,000 
adtions,  wnich  at  200  livres  dividend,  which  the  company  was 
obliged  to  pay,  amounted  to  8d  millions  a year. 

How  the  Regent  and  the  company  fettled  matters,  I do  not  know 
preciiely.  This,  however,  is  certain,  that  by  the  arret  of  the  3d  of 
June  1720,  the  number  of  400  000  actions,  belongingto  the  Regent, 
were  burnt ; and  24  oco  more  which  had  been  created  by  his  parti- 
cular order,  the  4th  of  Oftober  1719,  and  never  delivered  to  the 
company,  were  fiippreiTed. 


On 
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On  the  other  hand,  the  company  ceded  25  millions  a year,  of  the 
48  millions  which  had  been  transferred  to  them. 

That  fum  was  conftituted  anew  upon  the  town-houfe  of  Paris,  as 
a fund  to  be  fubfcribed  for  by  the  proprietors  of  bank  notes,  at 
the  rate  of  per  cent,  or  as  the  French  call  it  at  the  40th  penny. 
(Dutot,  p.  168.)  In  coniequence  of  this,  530  millions  of  bank  notes 
w'ere  fubfcribed  for,  and  paid  in,  in  the  month  of  June  1720. 

After  the  deitruclion  of  the  400,000  actions,  the  credit  of  the  bank 
notes  languiihed  until  the  icth  of  Oftober  1720. 

The  objecit  for  wdiich  they  were  created  was  now  gone.  The 


whole  fcheme  t)f  transferring  the  King’s  debts  upon  the  company 
vanilhed  in  the  conflagration  of  the  adtions.  What  was  then  to  be 
done  ? . 

The  bank  was  at  an  end : 2235  millions  of  difcredited  bank  notes 
in  circulation,  and  a fmall  fum  of  coin  to  make  them  good,  Vvas  a 
fituation  which  no  authority  could  long  fupport. 

The  refolution  then  was  taken  to  put  a final  conclufion  to  this 
great  affair  ; to  bid  a long  farewel  to  credit  and  confidence  ; and  to 
return  upon  the  old  fyftem  of  rents  upon  the  town-houfe  of  Paris  j 
and  of  coming  at  money  in  the  befi;  way  they  could. 

We  fhali  now  fee  how  this  was  accompliflied ; and  from  that 
form  a pretty  good  guefs  at  the  extent  of  the  fraud  committed,  with 
refpecl  to  the  creditors  of  France  ; not  fo  much,  I think,  from  any 
intrinfic  defect  in  the  Miflifippi  fcheme,  as  from  the  diftrefs  the  na- 
tion was  thrown  into,  by  the  ignorance  of  thofe  who  over-ruled 
John  Law  in  condudting  it. 

We  have  feen  how  the  a<5tions  were  reduced  to  the  number  of 
200,000  ; we  muft  now  give  an  account  of  the  deplorable  fate  of  the 
bank  notes. 

By  the  ayret  of  icth  of  Cdtober  1720,  all  bank  notes  were  entirely 
fupprefied  ; and  it  was  declared,  that  after  the  ifc  of  December  fol- 
lowing,. they  were  to  have  no  courfe  wliatfoever. 


Here  follows  the  arrangement  of  this  great  affair,  viz.  the  liqui- 
dation of  2 696  400  oco  livres  of  bank  notes  as  regulated  by  this  arret, 

i7no,  Of 
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imo,  Of  the  above  total  of  notes  coined,  there  remained  in  the 

, , • r _ - - 707  ^27  460  livres. 

bank  at  that  time,  for  - ' / / o / t 

2.do,  Subfcribed  for  at  2i-  per  cent,  in  June  1720  530  000  000 
otio.  Carried  to  the  bank  by  private  people  as 

a fund  of  credit  there  - - ‘ °°° 

4/0,  Paid  in  coin  by  the  bank  - " 90000000 


I 327  327  460 

Tills  fum  of  notes  was  ordered  to  be  burnt  by  the  arret  of  the 
loth  of  Oftober. 

The  remainder  ftill  in  the  hands  of  the  public,  fays  the  arret,  was 
to  the  amount  of  i 169  720  54"^  livres,  and  the  K-ing  declares,  that 
the  holders  of  them  might  employ  them  as  follows : 

imo.  In  purchafing  the  remainder  of  the  fubfcription  of  25  mil- 
lions of  rents  on  the  town-houfe  of  Paris,  at  24- 

per  cent,  hide  -----  - Apjo  000  000  livi'es. 

ido.  In  purchaiing  a farther  fiim  conftituted 
on  the  town-houfe  of  Paris,  of  8 millions  of 
perpetual  annuities,  at  the  rate  of  2 per  cent,  or 
at  the  yoth  penny  - - - - 4°o  000  coo 

In  purchafing  a farther  fum  conftituted 
on  the  town-houfe  of  Paris,  of  8 millions  of  life- 
rent  annuities,  at  4 per  cent,  or  at  the  ayth 


penny 


ICO  000  000 


Thefe  fums  amounted  to  - - - 970  000  000 

Sum  above  - - - - - . i y27  327  4^0 


Together  - - . - _ _ _ 2 497  327  e{6o 

There  ftill  remained  outftanding  about  200  millions  of  bank 
notes. 

Thefe  were  ordered  to  be  difpofed  of  in  feveral  different  ways, 
mentioned  in  the  arret  of  the  loth  of  October;  which  it  would  be 

lanation  to  make 
outlet  provided 


for  them,  which  brought  in  between  2 and 


Thus 
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Thus  we  fee  the  conclufion  of  the  whole  affair. 

At  the  beginning,  the  King’s  debts  flood  at  2000  millions  capital, 
and  80  millions  interefl  very  ill  paid. 

At  the  end  of  the  fcheme  there  had  been  coined  of  notes 
about  - _ _ 2696  millions. 

Of  which  in  the  bank,  Odlober  10,  1720  707  mil. 

And  paid  in  coin  - _ . ^ po 


This  fubflratfied  , 

There  remained  outflanding  in  bank  notes  * 

Add  to  this  100  millions  flill  due  by  the  King 
to  the  company  for  the  Inllets  d’etat  withdrawn  in 
conflituting  the  firfl  200,000  actions  which  flill  fub- 
fifled,  and  for  which  the  company  was  to  receive 
5 per  cent.  _ 

So  the  capital  of  the  King’s  debts  remained  at 
Balance  gained  by  the  whole  operation 


797  millions. 


1899  millions. 


100  millions. 


1999  millions. 
I million. 


2000  millions. 


Confequently  there  was  little  or  no  fraud  as  to  the 
capital  - - - - 

Let  us  next  examine  the  flate  of  interefl. 

The  interefl  at  the  lafl  was, 

imo,  Of  rents  conflituted  in  June  1720,  on  the  town-lioufe,  at 
2i-  per  cent,  or  at  the  qeth  penny  - - - 25  millions. 

2do,  Ditto  of  the  icth  of  Oaiober  1720,  at  2 per  cent. 
or  at  the  50th  penny  - - - _ - 8 millions. 


-.arry  over 


33  millions. 


* There  are,  however,  in  France  at  this  day,  many  perfons  who  are  flill  in  poficfiion 
of  large  fums  ot  thofe  notes.  This  makes  fome  people  believe,  that  all  the  paper  was 
called  down  without  any  equivalent  given.  The  reafon  of  thofe  not.s  remaining,  is, 
that  either  the  proprietors  neglected  the  cccafion  otFcred  by  th^  arret  of  the  icth  of 
October,  or  that  they  were  in  hopes  that  perhaps  the  bank  might  again  recover  its  cre- 
dit. They  were  miftaken,  and  the  notes  are  loft. 


VOL.  II. 
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Brought 
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Brought  over  33  millions. 

'Xtio,  Ditto  at  ditto  upon  liveg  at  4 per  cent,  or  at  the 

, - A millions. 

25th  penny  , - ^ ^ n i s: 

'^0,  Due  to  the  company  upon  the  origina.  itocK  or 

100  millions  ftill  paid  them  at  this  day  at  sper  cent.  5 millions. 

5^0,  For  the  200  millions  oF  credit  at  the  bank,  fup- 

pofe  at  the  rate  of  iper  cent.  - - ~ ~ ^ millions. 

'6to,  For  the  laft  200  millions  provided  for  in  diffeient 

ways,  fuppofe  at  2 a per  cent.  *'  " “ i millions. 

7/0,  Allo\ved  to  the  company  to  indemnify  them  for 

the  lofs  they  fullained  by  thefe  arbitrary  ways  of 

reckoning  with  them,  80  millions  at  y per  cent,  ifill 

paid  them  - - - - - 4 millions. 

_ ^ .37  millions. 


The  intered  at  firft  was 
Thediitereil  at  laft  was 


80  millions 

r-r  mTlTinn^; 


Defrauded  by  the  fcheme  - - 23  millions  a year. 

This  is  (as  liear^as  I can  guefs  at  it)  the  ftate  of  theTrench  bank- 
ruptcy  in  1720. 

The  creditors  were  rvbhed  of  ^,3  millions  a year.  I call  it  robbed, 
becaufe  the  intereft  due  to  them  was  diminifhed  by  that  fum,  with- 
out their  Gonfent,  and  in  confequence  of  the  moft  arbitrary  pro- 
ceedings; whereas,  had  the  fyftem  been  conducted  with  ability, 
the  whole  of  the  debts  would  have  been  brought  to  ^ an  intereft  of 
48  millions,  inftead  of  57,  and  nO  body  would  have  complained  of 
injuftice. 

Money  likewife  might  have  been  brought  to  2 per  cent.  The 
I ocQ  millions  borrowed  of  the  company  at  3 per  cent,  would  then 
have  been  reduced  to  tw'o ; which  would  have  brought  the  48  mil- 
lions of  intereft,  upon  the  whole,  to  32  millions  : and  France,  from 
being  reduced  to  beggary  by  the  King’s  wars,  would  have  become 
the  moft  flourifhing  ftate  in  Europe,  i 


1 


Let 
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Let  us  next  guefs  at  what  may  reafonably  be  fuppofed  to  have 
been  the  largeft  fam  of  coin  ever  colledled  in  this  bank. 

I imagine  that  the  far  greater  part  of  all  the  coin  fuppofed  to  be 
in  France  during  the  Miflifippi  fcheme,  remained  in  private  hands, 
without  ever  coming  into  the  bank.  My  reafon  for  being  of  this 
opinion  is, 

Law  never  could  have  had  more  than  the  value  of  his  original 
flock,  and  all  the  value  of  notes  he  had  in  circulation. 

It  is  abfurd  to  imagine  he  ever  fhould  have  had  the  half,  or  near 
it ; but  let  me  fuppofe  it, 

The  bank  flock  was  - - - — 6 millions. 

The  notes  he  ifliied  were  - - - - S9  millions. 

In  all  “ - ^ ‘ » 6$  millions^. 

This  is  a trifle  compared  with  1200  millions. 

Next  for  the  united  bank.  The  time  at  which  the  greatefl;  quam 
tity  of  coin  was  colleciled,  mull  have  been  when  all  credit  failed, 
that  is,  on  the  2ifl  of  May  1720. 

At  that  time  coin  was  taken  out  of  commerce : every  one  was 
forbid  to  have  above  i'oo  livres  in  pofTellion  5 and  every  operation 
had  been  ufed  to  call  it  in. 

At  this  time,  we  know  that  all  the  notes  coined  were  ifTued,  ex- 
cept to  the  value  of  316  410  livres. 

Now  we  have  feen  that  on  the  i c th  of  Oflober  following,  there 
were  in  the  bank  to  the  value  of  707  327  460  livres. 

Let  me,  therefore,  fuppofe,  that  from  the  2ifl;  of  May  to  the  loth 
of  O.cloher,  the  bank  paid  a^ay  in  coin,  the  difference  between  thefe- 
twofums;,  to  wit,  - - - - - 246  01 1 050  livre^ 

Add  to  that  fum  what  was  then  in  the  bank,  viz.  90  oco  000 

Sum  - - - - _ 336011050 

This  fum  is  all  we  poflibly  can  fuppofe  to  have  been  in  the  bank 
on  the  2ift  of  May,  when  credit  failed. 

We  mufl  reckon  this  fum  of  coin  at  82  livres  10  fols  per  marc, 
the  then  value  j which  makes  about  8 1 46  600  /.  flerling.  A large 

N n 2 fum. 
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film,  no  doubt ; but  little  more  than  4 of  40  millions  itv.riing’,  the- 
value  of  1200  millions  of  livres,  at  60  to  tlie  marc,  as  has  been  faicL 


Confequently,  either  thofe  4^  millions  fcerhng  were  not  then  in; 
France,  or  the  greateft  part  of  the  fum.  had.  remained  in  private., 
hands  during  this  whole  operation. 


In  this  light  I fee  the  Miffifippi  fchenie.  Lmay,  no  doubt,  be- 


miftaken  in  man}^  things ; the  lights,  or  rather  the  glimmerings,, 
by  which  I have  been  conducted  through  this  inquiry, _ mull' plead-; 


my  excufe. 

But  it  is  not  fo  much  £a(Sf  s as  principres,  I liave  been  ihveftigating,- 
through  this  whole  di^uifition  t and  the  imperfect  account;  I have 
been  able  to  give  of  the  former ^ will  at  teaft  point  out,  I hopCj  the^ 
notions  which  the- French  nation,  at  that  time,  had  of  the  latter..  If  " 
the  eontraft  between  French  principles,  and  thofe.  I have  laid  down,, 
tend  to  call  any  Light  upon  the  fubjedf  of  paper  credit  in  general,  , 
my  end  is  accomplifhed : if  they  ever  ^xoye  of  ufe.  to  manhindj  T 
fliall  not  think  my  labour  Ipfl, 
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Why  Credit  fell i and  htm  it  might  have  been  fupportedl. 

I SHALL  now  make  a>few  general  obfervations  upon  the  total? 

and  fudden  fall  of  credit  in  France  in  May  1720 : and  I fhalL 
fuggefl  the  means  by  which,  I think,  it  mighthaye  been  fulLained,. 
even  after  all  the  preeeeding  mifmanagement. . 

Was  it  any  wonder  that  the  French  fliould  be  aftoniflied  at  this  ., 
prodigious  revolution,  at  this  immenfe  value  of  paper  on  the  21ft: 
of  May,  and  at  the  total  diferedit  of  every  bit  of  it  the  day  foh- 
lowingi. 
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If  there  was  a value,  faid  they,  what  is  become  of  it  ? If  there 
uever  was  any  value,  how  could  a nation  be  fo  deceived  r This- 
phsenomenon  has  puzzled  many  a head ; but  the  nature  and  prin- 
ciples of  credit  furnifh  an  eafy  folution  of  it. 

In  deducing  the  principles  of  credit,  w'e  have  xliewn  that  a per- 
tnaneiit  and  ’well  feciu'ed  fund  of  interef  is  always  equal  inwalue  t'o  a cor— 
refponding  capital. 

The  difference  between  a pe-nnanenf  and  well  fecured  fund,  and  a- 
precarious  and  ill  fecured  fund,  conlifcs  in  this,  that  the  fil'd  never  cart: 
difappear,  and  the  other  may. 

Now  the  fund,  in  this  cafe,  was  at  firft  and  did  exifi: f but  it 
was  rendfed  precarious,  by  a blundering  adminillration ; then 
credit  failed,  and  in  that  convulfion,  the  fund  of  intereiff  was  frau- 
dulently diminiflied  by  an  acT  of  power. 

Had  the  true  principles  of  credit  been  underffood  in  France,  the 
bank  notes  and=a6tions  might  have  been  fupported,  even  after  the 
izrrf/  of  the  21ft  of  May:  and  all  the  monftrous  value  of  paper,, 
raffed  fo  high  by  the  low  rate  of  intereft,  might  have  been  pre- 
ferved:  confequently  that  value,  in  capital,  really  exifed  tO’- 

the  rate  of  interefti 

- As  the  objedi'  of  the  prefent  difquifftion  into  the  prihciples  upon- 
which  the  Miflifippi  fcheme  was  conduced,  is  only  intended  as  am 
illuftration  of  the  principles  of  credit  in  general.;  lihall  firft  account 
for  the  wonderful'  phenomenon  above  mentioned,  and  then  fliew 
how,  in  the  greateft  of-  all  the  French  diftrefs,  their  credit  mi^iti 
have  been  re-eftabliflied  in  a more  folid  manner  than  ever. 

As  to  the  wonderful  phenomenon  of  the  prodigious  wealth’ zxfSittddi 
by  the  fyftem,  and  annihilated  in  one  day,  I anfwer,  that  there 
had  been  no  creation  of  wealth  at  all,  except  in  confequence  of  the. 
fall  of  intereft. 

\mo.  We  have  feen  that  at  the  death  of  the  late  King  of  France, 
the  intereft  of  his  debts  amounted  to  80  millions.  Was  not  this  a 
fund  which  ought  to  have,  been  made  folid  and  permanent  ? Will. 

any>- 
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any  man  fay,  that  a regular  plan  of  paying  this  intereR  was  a 

means  of  creating  new  wealth?  Certainly  not. 

ido^  Thefe  debts  were  fecured  by  contraHs  of  confitution  of  annual 
rents  'upon  the  tonvn-houfe  cf  Paris:  a feciirity  taken  in  the  name 
of  a particular  creditor,  which  requires  a form  of  law  to 
transfer. 

By  the  fcheme  we  have  been  explaining,  all  thefe  fecurities  were 
changed:  and  inftead  of  conftitutions  of  rent,  bank  notes,  in  which 
the  King  was  equally  debtor,  were  given. 

Will  any  man  fay,  that  this  was  the  means  of  either  increafing  or 
diminifhing  the  wealth  of  France  ? Certainly  not.  A man  who  has 
a good  bond  in  his  pocket  is  as  rich  before  it  is  paid  with  bank 
notes  as  after  : but  he  has  not  fo  much  money  in  his  hands  j be> 
caufe  the  bond  is  not  money ^ and  the  notes  are. 

3/w,  We  have  faid  that  the  intereR  of  the  King’s  debts  amounted 
to  80  millions  a year,  at  ^per  cent. 

We  have  feen  how  the  company  of  the  Indies  were  provided  with 
a fund  equal  to  this  fum,  ariiing  from  the  48  millions  which  the 
King  paid  for  the  loan  of  the  paper  with  which  the  debts  were  to 
be  paid,  and  from  many  other  lucrative  branches  of  revenue ; 
which  inRead  of  being  burthenfome  to  the  King,  were,  on  the 
contrary,  a means  of  augmenting  his  income,  by  the  advanced 
rent  the  company  gave  for  the  different  farms  w^hich  produced 
them. 

Had  the  public- creditors,  therefore,  veRed  their  claims  in  acllons, 
they  would,  in  confequence  of  that  operation,  have  become  fharers 
in  the  fund  of  80  millions  a year,  adminiRred  by  themfelves,  (and 
they  would  then  have  been  the  company)  open  to  be  improved  by- 
trade abroad,  and  by  a good  adminiRration  at  home. 

Had  this  fyRem  been  carried  on  in  a plain  eafy  way,  confiRently 
with  common  fenfe,  the  public  creditors  would  have  been  paid  j 
the  King’s  revenue  augmented  ; and  it  would  have  been  put  under 
a good  and  a cheap  adminiRration. 


But 
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But  Avhen,  by  the  abfurd  operations  of  changing  the  denomina- 
tions of  coin  and  paper,  and  wantonly  playing  with  every  man’s 
property,  the  ereditors  faw  themfelves  Handing  on  the  brink  of  a 
precipice ; and  finding,  inftead  of  a good  contraft  on  the  town- 
houfe  of  Paris,  a bank  note  put  into  their  hands,  which  might  be 
diminiftied  in  its  value  by  one  half  every  month,  w-hile  at  the  fame 
time  the  coin  might  be  raifed  to  double,  it  was  very  natural  to  fup- 
pofe,  that  the  intention  of  the  King’s  minifcers  was  to  withdraw 
from  them  totally  thefe  80  millions,  lefs  or  more,  to  which  they 
were  entitled : in  which  cafe,  there  was  an  annihilation  indeed  of 
all  the  notes  ; but  there  was  no  annihilation  of  w^ealth : for  in  that 
cafe,  the  wealth  nras  Hill  the  fame,  only  it  was  transferred  from 
the  creditors  to  the  King  the  debtor:  that  is,  the  creditors  were 
defrauded. 

On  the  other  hand.  Hood  the  proprietors  of  the  adtions  fold.  Thefe 
w^ere  in  ufe  to  make  a traffic  of  bu3/ing  and  felling  the  200,000  ac- 
tions which  had -been  in  their  hands  ever  fince  September  lyiy, 
when  they  were  HrH  created.  For  we  have  fhewn,  that  the  poHerior 
creation  of  actions  by  the  united  company,  was  a mere  delufion, 
as  they  were  all  found  in  the  cuHody  of  the  Regent,  The  acHions, 
I fay,  were  immediately  put  into  a Hate  of  Hagnation ; becaufe  of 
the  difcredit  caH  upon  the  bank  notes,  with  wdiich  it  liad  been  ufual 
to  buy  them. 

I muH  obferve,  that  the  Hagnation  of  a paper  which  carries: 
no  intereH,,  is  equal  to  a temporary  annihilation.  The  holder  then, 
is  deprived  of  the  ufe  of  his  money  ; and  he  is  not  paid  for  the  lofs 
he  fuHains., 

If,  therefore,  it  had  been  poffible  to  have  given  a new  activity  to 
this  bank  paper,  without  allowing  it  to  die  away,  as  it  were,  in 
this  temporary  fit  of  fainting,  credit  would  ha,ve  revived : all  ac- 
compts  wrould  have  been  kept  clear,  for  this  is  the  ufe  of  paper 
money,  and  fo  fhort  a ffiock  wmuld  hardly  have  been  felt. 

But  the  great  damage  refulting  to  the  public,  upon  every  occa- 
fion  of  this  kind,  proceeds,  from  the  delay  in  applying  the  proper 

remedv- 
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remedy.  When  any  paper  is  difcredited,  it  immediately  falls  in  its 
value.  The  perfon  then  who  is  the  original  and  real  creditor  for 
the  whole  value,  and  in  v/hofe  .hands  the  paper  is  when  it  fuffers 
the  difcredit,  fells  at  difcount : this  is  an  irretrievable  lofs  to  him ; 
and  when  the  paper  recovers  its  credit  again,  either  in  part,  or  on  the 
whole,  the  profit  then  belongs  to  the  perfon  who  had  bought  it  at 
difcount,  and  does  not  go  to  indemnify  the  real  fufferer. 

This  was  the  cafe  with  refpedl  to  the  notes  of  the  French  bank: 
they  were  allowed  to  languifh  from  the  2 ill  of  May  that  they  were 
difcredited,  until  the  icth  of  October,  when  their  fate  was  decided, 
as  has  been  faid. 

Farther,  vre  have  feen,  that  tills  whole  movement  of  credit  had 
for  its  bafis  80  millions  a year,  originally  paid  to  the  creditors  for 
dieir  intereft.  This  fum  anfwered  to  the  capital  of  2000  millions ; 
becaufe  at  the  old  King’s  death,  intereft  was  fixed  at  4 per  cent. 

When,  by  the  operations  of  the  fyftem,  all  this  capital  was  turned 
into  money,  that  is,  bank  notes,  the  regorging  plenty  of  it  made 
intereft  fall  to  -1  per  cent,  confequently,  the  capital,  which  conftantly 
draws  its  value  from  the  intereft  paid  for  it,  rofe  to  4000  millions. 
We  have  faid  that  the  total  value  of  the  paper  rofe  to  dooo  millions  ; 
but  vre  muft  reflect,  that  above  2ood  millions  of  thefe  6000  millions 
was  in  bank  notes,  and  employed  in  buying  of  adions.  So  that 
both  the  notes  and  the  actions  muft  not  be  reckoned  as  exifting 
together. 

Had  the  Regent  fold  the  adtions,  he  would  have  burnt  2000  mil-, 
lions  of  bank  notes,  and  thus  the  value  in  paper  would  have  re- 
mained at  4000  millions,  fo  long  as  intereft  remained  af  2 per 
cent. ; and  had  intereft  fallen  ftill  lower,  and  dividends  remained  at 
200  livvtsper  adtion,  the  value  of  adlions,  and  confequently  of  this 
capital  of  4000  millions,  would  have  rifen  in  proportion,  juft  as  the 
value  of  the  capital  of  the  debts  of  Great  Britain  rifes  and  falls  ac- 
cording to  the  rate  of  money  ; although  the  fame  fum  of  intereft 
be  paid  to  the  creditors  at  all  times.  7 
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• This  augmentation,  therefore,  upon  the  value  of  all  capitals, 
during  the  Miffifippi,  of  lands  as  well  as  aclioiis,hvas  in  confequeiice 
of  the  fall  of  intereft,  and  from  no  other  artifice  whatever.  Lands 
in  France,  at  that  time,  fold  at  80  and  100  years  purchafe.  [Dutot, 
Vol.  ir.  p.  20-.] 

When  credit  failed,  and  when  all  the  circulating  paper  was 
thrown  into  a ftate  of  ftagnation,  interefl;  rofe,  in  proportion  to  the 
deficiency  of  the  fupply  for  the  demands  of  borrowers.  The  value 
of  capitals  then  diminifhed.  But  this  might  have  happened  from 
another  caufe,  had  there  been  no  bankruptcy,  or  intention  to  de- 
fraud the  creditors  : a war  might  have  produced  it ; or  any  circum^ 
fiance  which  might  have  raifed  the  rate  of  intereft. 

The  rife,  therefore,  upon  capitals,  from  the  fall  of  intereft,  I con- 
fider  here  as  no  acquifition  of  w'ealth : I reckon  wealth  to  be  that 
which  is  the  annual  produce  oY  the  capitals » 

So  much  for  the  refolution  of  this  wonderful  phsenomenon. 

I mull  now  fliew  that  in  the  height  of  the  diftrefs,  the  confidence 
of  the  public  was  ftill  to  be  regained,  and  credit  recovered,  even 
after  the  fatal  arret  of  the  21ft  of  May  1720. 

I lay  it  down  as  a principle,  that  ivhoe^oer  has  a fiifficient  fund,  and 
-pays  lyiteref  regularly  fos'  the  mottey  he  o^wes,  runs  no  rijk  of  Ifing  his  credit. 
So  foon,  therefore,  as  the  Regent  found  that  by  his  arret  of  the 
2ift  of  May,  all  credit  had  difappeared  ; had  he,  upon  the  27th  of 
the  fame  month,  or  at  the  time  he  raifed  the  coin  to  82  livres  10  fols 
per  marc,  ordered  all  bank  notes  prefented  to  the  bank,  either  to 
be  paid  in  coin,  or  marked  in  the  books  of  the  bank  as  bearing 
intereft  at  2 per  cent.  I fay,  credit  would  not  have  fulFered  in  any 
comparifon  to  what  it  did.  No  body  then  would  have  fold  a note  at 
difcount ; and  had  it  been  necefiary,  he  might  have  ordered  the  in 
tereft  to  be  paid  monthly. 

The  authority  I have  for  this  opinion  is  Dutot,  who  fays,  that 
upon  opening  the  fubfcription  of  25  millions  in  the  month  of  June, 
the  notes  fell  in  their  value  1 12.  per  cent,  only, 
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Now  the  rate  of  this  fiibfcnption  was  at  2'^ per  cent,  as  we  have 
feen  ; confequeiitly,  if  100  livres  of  notes  loft  hut  iii-  per  cent,  they 
were  worth  88i  livres  in  coin;  but  thefe  100  livres  in  notes  were^ 
worth  2I-  per  cent,  becaufe  the  fubfcription  was  open  at  that  rater 
confequeiitly  881  livres  in  coin  was  alfo  worth  2 livres  10  fols  per^ 
amnm:  coiifequently  intereft,  at  that  time,  was  at  2.82^  per  cent... 
that  is,  below  3 per  cent,  even  after  the  bankruptcy. 

Where  then  was  the  great  harm  ? Where  was  t’ne  occafion  to  fly 
immediately  to  the  deftruefion  of  actions,  which  were  in  the  Re- 
gent's own  hand  ? A.  little 'patience,  and  good  management,  would 
have  fet  all  to  rights. 

/ I would,  therefore,  have  left  the  notes  in  circulation  under  this 
regulation,  viz.  that  fucli  as  fhould  be  prefented  to-  the  bank  fhould 
have  had  a transfer  of  2 per  cer.t.,  paid'quarterly ; or  a value,  ia 
adtions,  at  10, coo  livres  per  action  ; which  is  the  capital  anfwering 
a dividend  of  200  livres  at  2 p>er  cent,  at  the  option  of  the  holder : and 
in  cafe  intereft  had  come  to  fall  ftill  lovrer,,the  price  of  adtions 
might  have  been  augmented. 

I would  have  fet  before  the  public  a full  and  exadt  account  of  the 
company’s  funds.  1 would  have  banifhed  all  myftery  from  the" 
affairs  of  credit.  I would  have  regiftred  a declaration  in  parlia- 
ment, Petting  forthj 

imo.  That  all  future  changes  either  upon  the  denominations  of 
paper  or  com,  vrere  contrary  to  the  maxims  of  good  government. 

2do,  That  all  ftipulations  between  the  King  and  his  creditors  were 
to  be  inviolable.  A.nd, 

'itio,  1 hat  the  parliament  of  Paris  liiould  for  ever  remain  invefted 
with  an  exclulive  right  to  watch  over  thofe  regulations  in  time  to 
come  5 and  I would  have  bound  the  parliament  by  a fpecial  oath 
foi  tiiat  pdipofe.  I would  e\en  have  had  the  Ring  to  take  the  fame 
oath : and  he  might  have  ratified  it  at  his  coronation  in  1 72y. 

By  thefe  fteps  I fhould  have  vefted  a new  power  in  the  Kings  df 
Eranc.-  Vvhich  they  never  had  before;  a power  of  having  money 
fiom  their  fubjeffs,  fiom  then  allies,  and  from  their  enemies ; a 

power 
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power  they  have  not,  nor  ever  will  have,  until  the  principles  ot' 
credit  be  better  underftood  among  them. 

Had  fuch  a plan  been  followed,  I have  not  the  leaft  doubt,  but 
that,  I.  The  actions  would  have  been  fold  at  a very  great  advanced 
value  above  the  liandard  of  5000  livres,  at  which  the  Regent  had 
bought  them : . 2.  That  money  wmuld  have  come  back  to  2 per  cent. 
and  then,  3.  Had  banks  been  ellablilhed  upon  a proper  plan,  eafe, 
with  induftry,  would  long  ere  now  have  appeared  in  every  corner 
of  that  kingdom. 

How  infinitely  more  eafy  would  it  have  been  to  eftablifli  fuch  a 
plan  in  1720  than  at  prefent  ? At  that  time  the  molt  difficult  part  of 
the  whole  was  executed.  The  creditors  had  taken  notes  for  their 
claims  : the  credit  then  was  given.  There  was  nothing  to  be  done 
but  to  fupport  it.  The  creditors  were  then  at  the  mercy  of  the 
ftate:  at  prefent  the  ftate  is  at  the  mercy  of  the  creditors.  Were 
fuch  operations  on  coin  to  take  place  at  prefent,  as  were  then  fami- 
liar; were  the  King  at  prefent  to  attempt  to  turn  the  conftitutions 
of  rent,  perpetual  and  life-annuities,  into  any  other  form  thatr 
what  they  have,  the  credit  of  France  would  be  undone  for  a long 
time ; and  who  knows  what  views  of  ambition  a fituation  fo  de- 
plorable might  not  ftir  up  in  certain  courts  of  Europe, 

What  ftate  would  pay  its  debts,  if  it  dnrjl  do  otheiwife?  And 
what  ftate  can  diminifli  its  debts  in  any  other  wav  than  by  lower- 
ing  the  intereft  upon  them  ? But  of  this  more  in  the  proper  place. 
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How  the  dimtntping  the  Denomination  of  the  Paper  in  Circulation^, 
iythe2ax^X.of  theiifiofMay  1720,  deftroyed  the  Credit  of  France^, 
when  the  fame  arbitrary  Meafures  taken^  with  regard  to  the  Coin, 

had  produced  no  fuch  EffeSl, 

This  quellion  is  curious,  and  I iliall  endeavour  to  refolve  it  in 
the  belt  way  I can,  before  I conclude  this  fubject. 

The  firfl  thing  to  be  done  is  to  point  out  the  immediate  elFeds  , 
which  refulted  upon  diminilhing  the  denomination  of  the  paper ; 
becaufe  the  deftruaion  of  the  credit  of  France  was  not  the  imme- 
diate confequence  of  this  arret ; but  the  ultimate  effea  of  a chain  ' 
of  confequences  which  followed  indeed  very  quick  upon  one  an- 
other. 

The  paper  had  been  declared,  againft  the  opinion  of  Mr.  Law,  by 
an  Arret  de  Confeil  of  the  2 2d  of  April  1719,  une  monnoie  fixe,  as  has 
been  faid.  Confequently,  any  diminution  of  its  denomination  was 
a plain  infraction  of  the  public  faith.  From  this  declaration  in  the 
arret  of  the  22d  of  April  1719,  the  public  reaped  one  notable  advan- 
tage, which  was,  that  in  borrowing  and  lending  paper,  every  one 
was  fure  that  the  obligations  contracted  could  be  diflblved  by  re- 
iloring  the  very  fame  fpecies  of  property  which  had  been  received  ; 
but  by  diminifhing  the  denomination  of  it,  by  the  arret  of  the  aid 
of  May  1 720,  all  fuch  as  were  debtors,  became  obliged  to  difcharge 
their  debts  at  the  expence  of  double  the  fum  of  paper  borrowed. 

The  immediate  confequence,  therefore,  of  touching  the  denomi- 
nation of  the  paper,  was,  to  fhew  the  public  that  their  fortunes  in 
paper  were  liable  to  the  fame  inconveniences  as  fortunes  in  fpecie ; ' 
that  is,  that  they  might  be  increafed  or  diminiflaed  at  pleafure, 
Ihpovx  this  it  was  very  natural  for  every  one  to  endeavour  to  realize 
c his 
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his  paper,  and  put  it  into  coin:  fince,  in  pari  cafu,  it  was  better  to 
have  it  in  that  which  had  - fome  intriniic  value,  than  in  that  which 
had  none  at  alL 

Of  all  the-  French  paper,  the  notes  were  the  moft  eafily  realized ; 
becaufe  there  was  contained  in  them  a direct  obligation  upon  the 
bank  to  pay  them  in  coin.  The  actions  again  were  more  difficult 
to  be  converted;  becaufe  in  order  to  realize  them,  it  was  neceffary 
to  find  people  who  were  willing  to  give  either  notes  or  coin  for- 
them. 

A run  upon  the  bank,  therefore,  taking  place,  upon  the  arret  of 
the  of  May,  it  was  obliged  to  flop  payment;  this  oecafioned  a 
general  alarm,  TcndL  dejiroyed  the  confidence  ’which  the  public  had  had  in^ 
the  which  is  what  we  mean  hj  public  credit. 

This  point  explained,  k remains  to  ffiew  why  the  augmentations 
and  diminutions  upon  the  fpecie  ffiould  not  have  ruined  the  credit 
of  the  paper. 

imo.  The  operations  upon  the  fpecie  affected  the  paper  only  in- 
direaiy ; but  the  diminution  upon  the  paper  affedled  it  diredlly. 

The  operations  upon  the  fpecie  only  affeAed  that  part  of  the  paper 
which  was  made  to  circulate  as  an  equivalent  for  the  fpecie  ^ or  in 
other  words,  that  part  which  people  realized,  either,  i.  vcith  an 
intention  to  withdraw  their  funds  altogether  out  of  the  fcheme ; 
or  2,  to  profit  of  the  operations  upon  the  fpecie  ; or  in  the  laft  place, 
to  procure  fmall  fums  of  money  for  common  expences. 

Now  as  to  the  firft,  the  number  of  thofe  who  wifhed  to  wfithdraw 
their  flocks  were  inconfiderable,  in  proportion  to  the  flock-jobbers  ; 
and  therefore  their  interefl  could  not  affecr  the  general  credit ; and 
the  lafl  was  inconfiderable  in  every  refpetk. 

As  to  the  fecond,  the  government  made  it  very  difficult  for  the 
proprietors  of  notes  to  profit  of  the  operations  upon  the  coin.  When 
it  was  to  be  diminifhed,  the  diminutions  were  advertifed  fome  time 
before  they  took  place,  and  the  diminution  went  on  always  by  de- 
glees.  Thus  people  who  had  paper,  with  which  they  could  trade' 
in  buying  actions,  conflantly  rifing  in  their  value,  by  the  intrigues 

of 
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of  the  iiate,  vNien  at  the  fame  time  the  denominations  of  the  com 
were  diminiiliing,  did  not  Carry  thxeir  notes  to  the  bank  for  two 

reafons. 

The  fird,  that  the  paper  really  gamed  by  every  diminution  upon 
the  denomination  of  the  fpecie,  in  an  exact  propoition  to  the  dimi- 
nution. A iivre  in  a bank  note,  while  the  fpecie  was  diminifliing 
by  intervrds  from  8o  livres  the  marc  to  65  the  marc,  gained  regu- 
larly in  the  hands  of  the  poffellbr  ; whereas  had  he  realized  at  any 
period  but  the  latl,  the  fubfequent  diminutions  upon  tne  fpecie  he 
had  acquired  with  his  paper  would  have  affected  the  value  of  it. 

The  fecond  was,  that  by  realizing  he  deprived  himfelf  of  the 
profit  of  flock-jobbing. 

The  only  way,  therefore,  for  the  proprietors  of  the  paper  to  gain 
by  the  operations  of  the  flate  upon  the  com,  was  to  guefs  the  time 
when  the  coin  was  to  be  raifed  in  its  value : but  tins  was  impof- 
fible  ; for  the  rifing  was  hidden  and  unexpected  j whereas  notice 
was  conilantly  given  of  the  fall,  at  fome  diftance  of  rime. 

For  example,  the  money  was  fuddenly  raifed  the  rth  of  Marcii 
1720,  from  do  livfes  to  80  livres  the  marc ; and  the  nth  of  the  fame 
month,  notice  was  given,  that  on  the  ill  of  April  follovdng,  it 
was  to  be  brought  down  again  to  70  livres  per  marc ; and  on  the 
firft  of  May  following,  to  6^  livres.  The  confeqiience  of  this  v/as, 
that  from  the  i ith  of  March,  people  were  glad  to  carry  money  to 
the  bank  for  notes,  which  were  to  fland  at  the  fame  denomination, 
whereas  the  filver  was  to  diminifh.  on  the  ill  of  April. 

Accordingly  a great  him,  above  44  millions,  tvas  brought  in 
during  this  interval. 

When  the  ifl  of  April  came,  and  that  the  filver  was  brought  to 
70  livres  the  marc,  thofe  who  were  in  poflcflion  of  the  paper,  were 
hill  prevented  from  realizing ; becaiife  of  the  future  diminution 
which  was  to  take  place.  When  this  term  was  come,  people  had 
reafon  to  imagine  that  the  filver  would  for  fome  time  hand  at  6s 
livres  the' marc;  confequently,  there  was  more  to  be  gained  in 
hock-jobbing  with  the  notes,  than  m realizing  them  in  fpecie, 

which, 
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which,  in  order  to  make  profit  of  it,  muft  have  lain  dead  until  a new 
augmentation  ; which  was  a very  uncertain  event.  In  iliort,  there 
was  no  run  upon  the  bank  from  tlie  ill  to  the  21ft  of  the  month 
of  May,  when  the  famous  arret  in  queftion  was  given.  Then  in- 
deed the  run  came  on  v/ith  violence,  and  payment  was  fiopt. 

2.do,  The  fecond  reafon  why  the  effects  were  different  when  the 
fiate  changed  the  denomination  of  the  coin,  from  what  they  proved 
to  be  when  the.  denomination  of  the  paper  was  changed,  I take  to 
be  this. 

That  in  France  the  operations  upon  the  coin  had  been  familiar ; 
and  were  expedled  by  every  body : and,  perhaps,  the  very  making 
the  paper  a rnonnoie  fixe,  had  for  this  reafon  added  to  the  credit  of  it. 
A moil  furprizing  thing  ! The  fiate  took  care  always  to  gain,  whe- 
ther they  raifed,  or  whether  they  diminithed  the  value  of  the  coin. 
The  ftock-jobbers,  therefore,  never  minded  the  coin  at  all.  If  they 
could  profit  by  an  augmentation  by  forefeeing  it,  they  realized ; if 
they  could  fee  a diminution  before  notice  was  given  of  it,  then  they 
bought  paper. 

The  operations  on  the  coin  principally  affecled  fuch.  as  were 
either  refpeclively  debtors  or  creditors,  to  people  who  ^vere  obliged 
to  pay,  or  to  receive  their  debts  in  fpecicx;  or  who  had  a fixed  reve- 
nue fpecified  in  a number  of  livres.  There  the  diiorder  \Vfis  great, 
as  has  been  frequently  obferved. 

^tio,  The  operations  upon  the  fpecie  never  could  deftrov  the  in- 
trinfic  value  of  it,  however  they  might  prevent  the  circulation  of 
if  for  a fixed  legal  denomination:  therefore  it  remained  under  all 
combinations  of  circumfiances,  a thing  valuable  to  be  acquired  : 
and  it  fiill  remained  a commodity,  defireable  by  all,  and  was;  there- 
fore conftantly  demanded. 

But  a diferedit  caft  upon  the  paper  had  a different  effeefi.  The 
value  there  depended  entirely  upon  the  will  of  the  fiate,  and  every 
body  faw  that  it  was  as  eafy  to  annihilate  it,  as  to  reduce  it  to  one 
half.  The  diferedit,  therefore,  h.2.dih.e  eSe€t  ot  the  de7nand'' 

for. 
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fir  it,  that  is,  the  currency  t confeghently,  a run  upon  the  bank 

immediately  took  place.  , 

a..,  The  fendring  the  value  of  the  paper  precarious,  maae  every 

poMor  of  it  feek  to  realize  it  without  delay.  The  proprietors  of 
the  bank  notes  ran  to  the  bank  ; and  a run  upon  the  bank,  at  a 
time  when  it  could  offer  payment  for  the  notes  in  no  other  value 
than  actions,  was  a declaration  of  bankruptcy.  Now  it  was  the 
run  UDon  the  bank;  it  was  this  claim  which  the  fubje^s  had  a 
Tight  ro  make  upon  the  bank,  for  which  the  King  was  guarantee, 
which  deftroyed  the  credit  of  France  ; and  it  is  very  evident  that^no 
operation  upon  the  fpecie  couiid  poflibly  produce  any  fuch  effeci  * 
In  fhort,  had  this  operation  upon  the  paper  been  fufpended  for  a 
few  months ; had  the  people  of  France  been  indulged  in  a little  more 
time,  their  infatuation  in  favour  of  the  actions  would  have  carried 
them  to  employ  all  their  bank  notes  in  the  purchafe  of  thofe  which 
remained  in  the  hands  of  the  ftate.  By  this  operation  the  far  greater 
part  of  the  notes  might  have  been  withdrawn  and  deftroyed,  and 
when  the  bank  found  themfelves  in  a fituation  to  anfwer  the  call  of 
all  thofe  which  afterwards  remained  in  circulation,  then  the  date 
might  have  boldly  ventured  to  diminifli  the  price  of  adions:  be- 
caUfe  if  that  flop  had  occafioned  a run  upon  the  bank  for  the  out- 
flanding  notes,  there  would  have  been  coin  enough  to  anfwer  them 
p-  their  full  value ; and  this  would  have  confirmed  the  credit  of  the 
bank  more  than  any  thing. 


* It  was  a capital  miftake  in  this  diminution  upon  the  pgper  to  make  it  gradual. 
Was  it  not  evident  that  every  mortal  would  feek  to  realize  a note  which  was  to  dimi- 
nifh  in  its  value  progreffively  every  month  ? A note  worth  10,000  livres,  for  example, 
the  2 2d  of  May,  was  immediately  reduced  to  8000  livres,  and  the  ift  of  July,  was  to 
be  worth  only  7500.  This  was  plainly  folliciting  a run  upon  the  bank.  The  ftroke 
fhould  have  been  ftruck  at  once. 
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How  a Bank  may  he  fafely  ejlablifoed  in  France,  as  Matters  Jland 

at  prefe?7t, 

^ I ^HE  prerogative  of  the  Kings  of  France  is  limited  by  no  written 
law,  becaufe  he  is  acknowledged  to  be  the  legidature  of  his 
kingdom  ; and  the  exercife  of  his  power  is  only  limited  by  maxims 
of  date.  The  firft  of  which  is,  that  he  is  to  govern  according  to  his 
laws,  and  not  according  to  his  ambulatory  will. 

Now,  in  making  of  laws,  the  parliament  have  a fort  of  negative,^, 
defaclo ; becaufe  the  whole  regular  and  legal  execution  of  every  law 
is  committed  to  them : and  if  they  refufe  to  regifter  it,  they  refufe 
to  execute  it ; and  a law  without  execution  is,  in  fafl,  no  law  at  all. 

When  the  King  s will  can  be  carried  into  execution  by  a fingle 
act  of  power,  the  authority  of  parliament  is  of  no  effeft  in  prevent- 
ing it.  When  this  requires  a train  of  fyftematical  adminiftrations, 
the  concurrence  of  parliament,  who  liold  the  whole  regular  exe*  - 
cution  of  the  laws,  is  abfolutely  neceiTary. 

Banks  of  depofit  and  of  circulation,  ftand,  it  muft  be  confeiled, 
upon  a very  precarious  footing,  under  fuch  a government. 

An  order  from  the  King  is  at  any  time  fufficient  to  command  any 
depofit  of  fpecie  which  can  be  made  within  the  kingdom.  While 
this  is  the  cafe,  no  paper  can  have  any  folidity,  which  draws  its 
fecurity  from  fuch  depofit. 

Coin,  therefore,  muft  be  banifhed  from  all  banks  in  France : and 
the  life  of  them  fhould  be  entirely  limited  to  that  of  an  office,  for 
the  keeping  or  reckonings  between  people  who  have  folid  pro- 
perty, and  who  may  want,  on  a thoufand  occafions,  to  melt  it 
down  in  favour  of  confumption,  trade,  induftry,  agriculture,  or 
the  like. 
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. , 1 Kank  may  be  eftablifhed  at  Paris ; and 

b jtta  ofove  rTe^vhole  kingdom.  The  flock  of  it  fhould  con- 

fifl  • rfald  p-open,.  engaged  unalienably,  to  make  good  the  em 

p'pp'ements  or  the  ban  it.  * . • ^ 

Not^  Ibo-ald  beiffued  upon  folid  fecnnty,  bearing  na  mtered 

while  they  circulate  as  money,  and  v/hen  tney  return  upon  tie 
bank,  either  the  original  fecurities  may  be  withdravm,  or  payments 
might  be  made  by  the  transfer  of  a correfppnding  perpetual  i^^ereft 

Everv  province,  every  eonfiderable  city  in  the  kingdom,,  ou  d 
be  allowed  to  be  interefted  in  fuch  a bank : and  in  every  con  i er- 
able  city,  there  fhould  be  an  office  for  tranfafling  fuch  credits,  and 
for  regularly  receiving  all  pa-yments  of  intereft.  If  the  King  fhould 
think  fit  to  allow  his  mint  to  fupply  coin,  or  bullion,  for  bank 
notes  prefented,  at  a determinate  premium,  he  might  by  rfiis  ope- 
ration advance  the  commercial  interefts  of  his  kingdom,,  m aci  i- 
i-atin^^  the  payments  of  a wrong  balance  of  foreign  commerce:  but 
without  that  regulation,  the  bank  will  be  perfectly  fufficient  for 
promoting  and  fupporting  domeftic  circulation.  Every  one  who  is- 
able  to  give  fecurity  for  a.  certain  intereft,  will  be  fure  to  find  mo- 
ney: and  as  the  expence  of  conducting  fuch  a hank  will  he  very 

fmall,  the  intereft  for  money  will  be  very  low. 

As  I faid  before,  a bank  of  this  kind  would  be  no  more  than  an 
office,  appointed  for  keeping^  accounts  between  people  who  are  pof^ 
fcifed  of  any  paper  fecured  upon  real  and  folid  property : and  far- 
ther, in  the  beginning,  at  leaft,  I would  not  advife  to  carry  it. 

The  general  accompt  of  the  hank  would  appear  in  a few  articles, 
viz.  Credits-  given,  fo  m_uch  j inde  of  intereft  to  be  received,  fo. 
much. 

Notes  returned,  fo  mueh ; mde  of  intereft  to  be  paid,  fo  much  y 
balance  in  favour  of  the  bank,  fo  much. 

A bank  of  this  nature  would  anfwer  every  purpofe  for  promoting 
induftry  and  domeftic  circulation. 

Such  a bank  muft  neither  iflue,  or  ever  receive  coin  in  payment. 
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CHAP.  XXXVI. 

Of  Banh  of  depofi  and  transfer, 

I NOW  difmils  the  fubject  of  banks  of  circulation.  The  linfpeak- 
able  advantages  drawn  from  this  inftitution,  when  properly 
regulated,  in  fupplying  money  at  all  times  to  thofe  who  have  pro- 
perty, for  the  encouragement  of  induftry,  and  for  improvements 
of  all  forts,  and  the  bad  confequences  which  refult  to  fociety,  from 
the  abufe  they  are  expofed  to,  has  engaged  me,  perhaps,  in  too 
long  a difcuffion  of  particular  combinations  of  circumftances  relat- 
ing to  them. 

I now  come  to  treat  of  banks  of  depoiit  or  of  transfer  of  credit : 
an  inftitution  of  the  greateft  utility  for  commerce. 

Thefe  two  fpecies  of  banks  differ  eftentially  in  two  particulars. 
imo.  That  thofe  of  circulation  ferve  the  purpofe  of  melting  down 
unwieldy  property  into  money  j and  of  preferving  the  quantity  of 
it  at  the  proportion  of  the  ufes  found  for  it,  Thofe  of  depofit,  are 
calculated  to  preferve  a fum  of  coin,  or  a quantity  of  precious 
moveables,  as  a fund  for  carrying  on  the  circulation  of  payments-, 
with  a proportional  value  of  credit  or  paper  money  fecured  upon 
them. 

■zdo,  In  the  banks  of  circulation,  the  fund  upon  which  the  credit 
■is  built,  is  not  corporeally  in  the  cuftody  of  the  bank ; in  the  other  it  is. 

The  fundamental  principle,  then,  of  banks  of  depofit,  is  the  faith- 
ful prefervation  of  the  fund  delivered  to  the  bank,  upon  which 
credit,  in  money,  is  taken  for  the  value. 

If  at  any  time  a bank  of  depofit  fhould  lend,  or  fhould,  in  any 
wife,  difpofe  of  any  part  of  this  fund,  which  may  confift  of  coin, 
bullion,  or  any  other  precious  moveable,  once  delivered  to  them, 
to  the  end  that  a credit  in  monev  mav  be  writ  down  for  it  in  their 

j j ^ 

books  of  transfer,  in  favour  of  the  depofitor,  and  his  affigas  ; by 
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that  a(R,  the  bank  departs  from  tlie  principles  upon  which  it  is  efta- 
bliflied.  And  if  any  bank  is  eftabliflied  which,  by  their  regulations, 
may  fo  difpofe  of  the  fund  of  their  credit,  then  fuch  a bank  be- 
comes of  a mixed  nature,  and  participates  of  that  of  a bank  of  cir- 
culation. 

Thefe  things  will  be  better  underftood  by  reafoning  from  an 
“ example  of  a true  bank  of  depolit. 


CHAP.  XXX  VIT. 

Of  thz  Bank  of  Amferdam^ 

/f  AN  Y authors  have  written  concerning  this  great  bank  of  de- 
XVj,  polit:  particularly,  Davenant,  Sir  William  Temple,  Ricard, 
in  his  Traite  de  Commerce  rewi  par  Strujk,  the  author  of  the  EJay  fur 
le  Commerce,  and  Mr.  Megens,  in  his  book,  which  has  been  trandated 
into  Engliih,  under  the  title  of  The  U niverfal  Merchant.  . 

In  thefe  authors  v/e  find  a number  of  facts,  which  I fiiall  combine 
with  my  own  informations,  and  here  apply  principles  to  them ; in 
order  to  communicate  a diftindt  idea  of  this  eftabliliiment.  A de- 
tail of  its  particular  operations  regards  practice,  and  falls  not 
within  my  fubjedt. 

The  original  intention  of  the  States  of  Holland,  in  efiablifliing 
the  bank  of  Amfterdam,  was  to  collecT  a large  capital  in  coin  within 
that  city,  which  might  there  perpetually  remain,  buried  in  a fafe 
repofitory  for  the  purpofes  which  we  are  now  to  explain. 

In  order  to  accomplifli  this  plan,  they  eftabliflied  the  bank  upon 
the  3 lit  day  of  January  1609. 

The  method  they  fell  upon  to  collecif  the  coin,  was  to  order,  that 
all  bills  of  exchange,  for  any  fiim  exceeding  300  florins,  ihould  be 
paid  in  fpecie  to  the  bank ; and  that  the  holder  of  fuch  bills  fliould, 


in- 


Chap.  XXXVIL  OF  POLITICAL  OECONOMY. 


;o^ 


inftead  of  receiving  the  coin,  have  the  value  of  it  writ  down  in 
books  of  the  bank  to  his  credit,  at  his  command,  to  be  transferred 
to  any  perfon  he  fhould  appoint ; but  never  more  to  be  demandabie 
from  the  bank  in  fpecie. 

By  this  operation,  the  mafs  of  coin  circulating  conftantly  from 
hand  to  hand,  between  the  merchants  of  Amfterdam,  began,  by 
degrees,  to  be  heaped  up  in  the  bank ; and  as  the  heap  augmented, 
fo  did  the  fum  of  credit  augment  upon  the  books  of  the  bank. 

It  is  evident,  from  this  change  in  the  mode  of  circulation,  that  no 
lofs  could  be  incurred  from  the  locking  up  of  the  coin. 

As  long  as  coin  is  in  a date  of  conftant  circulation,  it  can  produce 
no  intereft  to  any  perfon.  Intereft  commences  from  the  moment 
the 'Coin  begins  to  ftagnate^,  that  is  to  fay,  fo  foon  as  it  comes  into 
the  hands  of  one  who  has  no  ready  money  demand  upon  him. 
When  this  happens  the  proprietor  lends  it  at  intereft. 

Now  the  credit  in  the  books  of  the  bank,  which  is  every  day 
transferable  at  the  bank,  anfwers  every  purpofe  of  coin,  either  for 
fayrnent  or  loan  : and, the  proprietor  has  neither  the  trouble  of  receiv- 
ing the  fpecies,  nor  any  rifk  from  robbery,  or  falfe  coin. 

The  firft  advantage  the  city  reaped  from  this  inftitution,  was,  to 
fecure  the  refidence  of  trade  in  that  place. 

Capitals  transferable  only  at  the  bank,  laid  the  proprietors  under 
a neceflity  of  fixing  their  dwelling  where  their  funds  were,  and 
where  only  they  could  be  turned  to  accompt. 

It  had  another  excellent  efiecl  in  commerce : it  pointed  out  the 
men  of  fubftance.  A credit  in  bank  is  no  wife  equivocal:  it  is  a 
fund  of  undoubted  fecurity. 

From  the’  conftitution  of  this  bank  we  may  form  an  eftimate  of 
tlie  extent  of  the  depofit. 

It  can  only  fwallow  up  a fum  equal  to  vrhat  is  neceflary  for  cir- 
culating the  payments  of  the  city  of  Amfterdam.  Were  a fum  ex- 
ceeding that  to  be  fhut  up  in  the  bank,  and  were  the  credits  Written 
in  the  books  of  the  bank  to  exceed  that  proportion,  it  is  plain,  that 
the  value  of  the  bank  monev  would  fink  iiiimediatelv.  The  rcafon 
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is  obvious . the  credits  transferable  are  of  no  ufe  to  thofe  who  have 

r * £ ^<3  m r>av  lend,  or  excnange  at  Am- 

no  occaiion  to  transirer  j that  is,  to  pay,  ic  , . 

fterdam.  So  loon,  then,  as  all  the  demand  of  Amaterdam  is  atis- 
fied,  the  proprietors  of  the  overplus  will  feek  to  realize  their  fuper- 
-fiuoiis  credit,  in  order  to  inveft  the  value  anfing  from  it,  in  fome 

other  place  where  a demand  may  arife. 

In  order  to  realize,  they  muft  fell  their  bank  credit  for  coin ; be- 
caufe  the  bank  pays  only  in  transfer.  Coin  then  would  be  de- 
manded preferably  to  credit  in  bank ; confequently,  coin  would 
rife  in  its  proportional  value  to  bank  money , or  bank  money  would 
lofe,  which  is  the  fame  thing.  This  flu61:uation  between  banK  mo- 
ney and  coin,  leads  me  to  explain  wnat  is  called  the  agio  of  the 
bank. 


C HAP.  XXXVIH. 

Of  the  Agio  of  the  Batik  of  Attifterdam^ 


T 7 E have  pointed  out  one  motive  for  eftablifhing  a bank  of  de- 

» V pofit  at  Amilerdam,  viz.  that  of  fixing  the  refidenee  of  trad' 

ing  men  in  that  city. 

Another  was,  to  prevent  the  ineonveniencies  to  which  a fmall 
Hate  v/as  expofed,  by  the  introduction  of  bad  coin,  from  all  the 
neighbouring  countries  in  Europe,  with  whom  they  traded. 

In  the  territory  of  Holland  there  are  no  mines  of  gold  and  filver ; 
confequently  all  they  have  comes  from  other  countries,  as  -the  re- 
turn of  a favourable  balance  upon  their  commerce. 

At  the  time  the  bank  was  ellabiifhed,  the  republic  was  in  a ftate 
of  infancy ; and  any  coin  they  had,  was  that  of  their  old  mailers 
the  Spaniards.  This  was  unequally  coined;  many  pieces  were 
light  5 many  had  been  clipped  and  wafiied.  As  they  extended  their 

\ traffic, 
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traffic,  they  were  obliged  to  recede  great  quantities  from  Germany, 
which  was  ftill  w'orfe. 

In  order  then  to  prevent  the  circulation  of  fuch  coin,  and  the  per- 
plexities occafioned  by  it  in  all  accounts,  they  eftablifhed  a bank, 
and  fixed  the  ftandard  upon  a filver  coin  called  the  ducatoon,  tO’ 
which  they  gave  the  denomination  of  3 florins  or  guilders  bank. 


money. 

But  as  this  coin  alfo  was  unequal,  like  all  the  reft  of  the  fpecie 
in  Europe,  before  the  introduaion  of  milled  coin,  and  the  policy 
of  weighing  piece  by  piece  at  the  mint,  the  bank  appointed  the 
ducatoons  to  be  received  in  bags  of  200  pieces,  \veighing  together' 
26  marcs  5-  ounces  10  engles  of  Amfterdam.  troes,  or  gold  weight 
which  being  reduced  to  aces,  (the  loweft  denomination  in  this 
weight)  make  136,640  aces.  This  divided  by  200,  gives,  for  the 
weight  of  I ducatoon,  683,2  aces. 

Let  us  now  convert  thefe  aces  into  troy  grains,  according  to  the: 
proportion  eftablifhed  between  Dutch  aces  and  troy  grains,  in  the. 
laft  chapter  of  the  third  book. 

The  equation  will  ftand  thus, 

5192.8  aces,  being  equal  to  3840  troy-grains,  683.2  aces,  there-- 
fore,  will  equal  505.21  troy-grains;  wffiich,  confequently,  is  the- 
■weight  of  a ducatoon,  or  of  3 florins  bank  money  of  Amfterdam. 

Next  as  to  the  finenefs  of  this  coin 

The  ducatoon  was  coined,  according  to  the  imperial  ftandard,  of 
14  loots  16  grains  fine:  that  is  to  fay,  it  is  ^4-^  parts.fine,  and  Ask 


parts  alloy. 

To  find,  therefore,  the  number  of  Hollands  aces,  and  of  troy 
grains  of  fine  filver  in  the  ducatoon,  ftate  the  two  following  pro- 
portions : 


288  : 268::  683.25  : 635.75  aces  fine. 

288  : 268:: 505.21  : 470.13  troy-grains  fine. 

In  the  laft  place,  if  we  divide  the  number  of  aces,  and  troy  grains 
fine  in  the  ducatoon,  by  3,  we  fhall  fee  the  exact  weight  of  fine 
filver  in  i florin  of  Amfterdam  bank  money. 

—21 1. 91  aces,  and 7 1 troy-grains  fine. 
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Thefe  calculations  premifed,  it  would  be  an  eafy  thing  to  fix  the 
exact  par  of  the  metals,  between  Rerling  and  bank  money  of  Ara- 
flerdam,  were  the  Britilli  coin  of  legal  weight,  and  were  the  metals 
there  rightly  proportioned.  But  is  it  to  be  fuppofed,  that  any  per- 
fon  Vvdio  has  bank  money  of  Amflerdam,  would  exchange,  at  the 
p3.1'  of  tllC  metals,  with  fterling  filver,  which  is  many  per  cent,  too 
light,  or  againft  Englifli  bank  notes  paid  in  gold,  always  overrated 
with  regard  to  the  filver,  and  often  too  light  alfo  ? 

While,  therefore,  the  coin  of  Great  Britain  ftands  upon  the  pre- 
fent  footing,  all  calculations  of  the  par  of  exchange,  as  it  is  com- 
monly  computed,  upon  the  intrinfic  value  of  the  coins  of  other 
nations,  muft  be  delulive  and  of  no  utility  whatever. 

For  the  fake  of  giving  an  example,  however,  here  is  the  real  par 
of  the  two  currencies,  upon  filver  fterling  coin'of  full  weight. 

One  pound  fterling  fliould  contain,  as  has  been  faid,  of  fine  filver 
1718.7  troy  grains,  and  contains  240  pence  fterling:  ftate,  therefore, 
the  following  proportion,  and  you  will  find  how  many  pence  fter-- 
ling  one  florin  of  Amflerdam  banco  fiiould  be  worth. 

1718.7  : 24o:ti5'6.7i  : 21.883. 

Thus  2 1.883  pence  fterling  is  exaHly  the  real  par  of  an  Amflerdam 
florin  banco,  fuppofing  fterling  money  to  be  filver,  at  the  full 
weight. 


^ The  florin  bank  money  being  regulated  upon  the  ducatoon,  an 
old  fpecies  not  now  coined,  the  finenefs  of  the  filver  was  deter- 
mined 5 and  the  weight  of  the  200  ducatoons  being  determined  alfo, 
this  regulation  determined  the  weight  of  Angle  pieces,  and  fixed 
the  ftandardof  the  florin  banco,  in  weight  and  finenefs. 

The  current  money  in  Holland,'  coined  by  the  ftate,  is  the  florin 
of  200.21  aces  fine,  as  we  have  feen  in  the  laft  chapter  of  the  pre- 
ceding book. 

So  foon  as  the  ftate  coined  their  current  florins  at  200.21  aces,  it 
is  evident,  that  the  ducatoon,  which  contains  three  times  21/. 91 
aces,  muft  rife  in  its  value.  Accordingly,  the  piece  which  was  in 
bank  money,  3 florins,  became  3 florins  3 ftivers  current  money. 
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This  difference  is  what  is  called  the  agio  ef  the  bank  of  Ain- 
Ilerdam. 

From  this  it  appears,  that  the  advanced  value  of  the  bank  money 
above  the  current  money  of  Holland,  is  not  owing  to  the  great  cre- 
dit of  the  bank,  as  fome  imagine,  but  to  the  fuperior  intriniic  value 
Gif  the  coin  upon  which  the  llandard  of  the  bank  money  is  fixed. 

Let  us  next  determine  the  exa61:  difference  between  me  bank  and 
the  current  money,  which  difference  I fliall  call  the  intrinfic  agio  : 
for  this  purpofe  fiate  this  proportion ; 

200.21  ; 21  j.pi  loo  : loy.Sa 

From  which  it  appears,  that  the  bank  money  is  5.84  fer  cent,  in- 
trinfically  better  than  the  current  money  of  Holland. 

We  have  feen  in  the  chapter  referred  to,  in  what  a confufed  fiate 
the  Dutch  coin  is  at  prefent,  and  how  it  becomes  a fcience  to  com- 
prehend any  thing  concerning  it.  For  this  reafon  it  is,  that  the  re- 
gular agio  of  the  bank  money  of  Amfterdam  is  always  fuppofed 
to  be  5 per  cent.  Farther, 

The  ducatoon,  upon  which  it  is  regulated,  pafies  for  3 florins 
3 ftivers,  which  is  juft  4 per  cent,  better  than  3 florins,  at  which  k 
was  rated  when  the  bank  v/as  eftabliflxed;  but  moft  of  the.  coins 
which  circulate  are  light. 

Thofe  who  conduct  the  affairs  of  the  bank,  have  now  loft  fight  ’ 
of  this  original  coin,  which  is  rarely  found  circulating,  in  confider- 
able  films  ; and  they  confider  the  florin  according  to  its  intrinfic 
wortn  of  21 1,91  aces  of  fine  filver ; and  as  the  value  of  filver  varies, 
they  putdifli  regulations  for  receiving  coin,  fuch  as  Spanifli  dollars, 
French  crowns,  &c.  according  as  they  find  the  proportion  of  their 
vvorth  in  bank  money  1 and  compounding  the  value  of  gold  with 
the  value  of  filver,  they  make  the  fame  regulations  as  to  gold. 

^ I have  infifted  too  long  already  upon  the  fubtiltics  of  the  varia- 
nons  m the  proportion  between  gold  and  filver,  to  take  it  up  again 
m this  place.  My  intention  is  to  explain  the  principles  upon  which 
this  great  bank  of  depofit  is  efiabiiflied,  and  net  to  defeend  into  a 

Q q detail 
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detail  of  the  mechanifm  of  their  adapting  the  variable  coins  of 
Europe  to  their  own  ftandard. 

I have  faid,  that  the  fum  of  credit,  written  in  the  books  of  the 
bank,  is  in  proportion  to  the  quantity  of  bank  money  neceflary  for 
circulating  the  trade  of  Amfterdam. 

Confeqiiently,  as  this  circulation  increafes,  the  demand  for  bank 
money  increafes  alfo. 

Again  ; in  proportion  as  the  demand  for  bank  money  increafes, 
the  agio  rifes  ; and  on  the  other  hand,  as  the  demand  for  current 
money  increafes,  the  agio  falls. 

Thus  we  faw  in  the  laR  war,  ann.  17‘do,  lydi,  1762,  that  agio  was 
below  s cent.  The  reafon  was  plain.  The  great  circulation 
carried  on  in  Amfterdam  was  coniiderably  directed  towards  the 
ufes  of  the  war.  There  bank  money  was  of  no  ufe ; coin  only 

could  ferve  the  purpofe.  Accordingly  agio  fell  to per  cent.. 

and  as  gold  was  much  more  eafily  tranfported  than  filver,  that 
metal  rofe  T per  cent,  above  the  ordinary  proportion  of  r to  14  1. 

Demand  regulates  every  thing  ; and  this  demand  makes  the 
agio  flucTuate  ; fometimes  riling  above,  and  fometimes  falling  be- 
low s pc^  cent^. 


C H A P.  XXXIX. 

Gontlnuation  of  the  fame  SubjeBl  • and  concerning  the  Circulation  - 
of  Coin  through  the  Bank  of  Atnflerdam. 

HITHuRTO  we  have  reprefented  this  bank  as  a gulf,  which 
is  calculated  to  fwallow  up  the  coin  of  Europe  ; v/ithout 
having  pointed  out  any  faculty  of  throwing  up  a part  of  the  trea- 
iure  fo  fecured,  in  cafe  of  an  overcharge. 
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This  has  appeared  a myftery  to  many^  and  a defecl  in  the  confti- 
ration  of  the  bank. 


But  Vvdnen  the  principles  upon  which  it  is  eftabliilied  come  to  be 
compared  with  fome  branches  of  their  adminiftration,  which  are 
publicly  known,  perhaps  the  myilerious  part  may  be  unravelled. 
And  although  I do  not  pretend  to  give  an  entire  fatisfaclion  as  to 
every  minute  particular,  I think  I can  fhew  how,  and  to  what  ex- 
tent, the  treafure  may  circulate,  fo  as  to  occafion  no  abufe,  either 
from  the  hoarding  it  on  one  hand,  or  from  the  diffipation  of  it, 
for  the  fervice  of  the  jfate,  on  the  other : and  if  all  thefe  conjec- 
tures ihall  be  found  to  hang  together,  and  appear  confident  with 
principles,  without  being  contradicted  by  any  known  fact,  then  I 
may  conclude,  that  fuch  a fyllem  of  banking  as  I defcribe,  is  at 
lead  a poffible  fuppofition,  whether  it  exactly  coincides  with  that 
of  Amfterdam,  or  not.  And  who  knows  but  my  fpeculations  may 
enable  Lome  perfon  of  more  knowlege  and  more  lagacity  than  I 
am  poflelTed  of,  to  render  this  curious  operation  of  credit  dill  more 
generally  underftood  than  hitherto  it  has  been. 


I have  fliewn  how  the  agio  rifes  and  falls,  according  to  the  de- 
mand for  bank  money. 

So  long,  therefore,  as  the  agio  does  not  fall  below  the  difference 
between  the  value  of  the  two  currencies,  it  is  a proof  that  all  the 
credit  writ  in  the  books  of  the  bank  does  not  exceed  the  ufes  for 
it : confequently,  the  coin  locked  up,  which  never  can  exceed  the 
credit  on  the  transfer  books,  and  which,  were  it  not  locked  up, 
could  be  of  no  more  fervice  than  the  credit  itfelf,  in  circulating 


the  trade  of  Amfterdam,  does  not  exceed  its  due  proportion : con- 
fequently, it  is  not  hurtfully  withdrav/n  from  commerce  ; confe- 
quently, no  abufe  is  implied  from  the  hoarding  of  it. 

But  let  me  fuppofe  a cafe,  which  may  happen  ; to  wit,  that  for 


a certain  time,  the  trade  of  Amfterdam  may  demand  a larger  fup- 
ply  of  credit  in  bank,  than  is  neceffary  upon  an  average.  Will  net 
this  raife  the  agio  ? l\o  uoubt.  If  the  agio  rifes  fo  high  as  to 
afford  a premium  upon  carrying  coin  to  the  bank,  upon  the  foot- 
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ing  of  their  own  regulations,  this  will  augment  the  fum  of 
credit;  became  the  money  fo  carried  to  the  bank,  becomes  ixicoi- 
porated  with  the  bank  flocH  ; the  value  is  writ  in  the  books  of  the 
bank ; and  when  this  is  done,  the  coin  is  locked  up  for  ever. 

If  then  it  fliould  happen,  that  the  trade  of  Amfterdam  fliould 
afterwards  diminilli,  fo  as  to  return  to  the  ordinary  ftandard,  will 
not  this  overcharge  of  credit  deprefs  the  rate  of  bank  monev,, 
and  iink  the  agio  too  much  below  the  par  of  the  intriniic  value  of 
the  two  currencies  ? 

To  thefe  dilEculties  I anfwer,  like  one  who,  being  ignorant  of 
facts,  which  I never  could  get  afcertained  by  any  perfon  in  Hol- 
land to  whom  I had  accefs  for  information,  amd  v/nich  remained 
hid  from  molt  people  in  the  deep  arcana  of  Amlterdam  politics,  ., 
mufl;  have  recourfe  to  conjedtures,  founded  upon  natural  fagacity, 
FirR  then,  The  city  of  Amfterdam  knows,  from  long  esperience,. 
the  rate  of  demand  for  bank  money  ; and  it  is  not  to  be  fuppofed, 
that  upon  any  hidden  emergency,  which  may  heighten  that 
demand  for  a time,  they  fhouM  be  fuch  novices  as  to  increafe- 
the  credit  upon  their  books  fo  far,  as  to  run  any  rilk.of  overftock— 
ihg  the  market  with  it ; efpecially  as,  on  fuch  occafions,  the  defi- 
ciency of  bank  credit  might  be  fupplied  with  coin,  conftantly  to- 
be  found  in  the  city  of  Amfterdam,  as  we  fliall  explain  prefentlv. 

Fardier,  Who  will  fay,  that  there  does  not  refide  a power  in  the 
managers  of  this  bank  to  ifliie  coin  for  the  luperfiuous  credit,  in 
cafe  that,  in  fpiteof  ail  precautions  to  prevent  it,  a redundancy  of 
bank  creditihould  at  any  time  be  found  upon  their  books  \ 

It  is  very  true,  that  no  perfon,  having  credit  in  bank,  can  de- 
mand coin  for  fuch  credit ; and  as  no  demand  of  that  fort  caii' 
ever  be  made,  it  is  very  natural  to  fuppofe,  that  a redundancy  of. 
coin  and  credit  can  never  be  purged  off. 

During  my  ftay  in  Holland,  I was  at  great  pains,  to  no  purpofe, 
to  difcover  whether  ever  the  bank,  iffaed  any  part  of  their  credit 
caih  upon  any  fuch  occafions.  Every  one  I converfed  with  was  of 
©pinion,  that  if  ever  any  com,  had  been  taken  from  the  treafure  of 
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the  bank,  it  mnE  have  been  by  authority  of  the  ftates,  for  national 
purpofes  : a fxep  conducted  with  the  greateft  fecrecy ; and  the 
matter  of  fact,  I found,  was  extremely  doubtful.  But  this  is  no- 
thing to  the  prefeat  purpofe.  That  the  coin  may  be  difpofed  of, 
I allow,  though  I do  not  believe  it ; but  how  is  the  fuperfluous 
credit,  writ  in  the  books,  to  be  difpofed  of  f There  lies  the  dif- 
ficulty. 

The  popular  opinion  is,  that  coin  has  been  taken  out  for  the 
fervice  of  the  fcate : the  opinion  of  many  intelligent  men  is  quite 
contrary. 

I am  now  to  give  my  opinion,  not  only  as  to  this^  point,  but 
upon  the  mainqueftion  ; and  this  not  from  information,  but  from 
Gonjedlure ; which  I fliall  humbly  fubmit  to  the  better  judgment: 
of  my  reader. 

My  opinion  then  is,  That  every  fhilling  written  in  the 
books  of  the  bank,  is  aefually  locked  up,  in  coin,  in  the  bank  re— 
pofitories. 

2do,  That  although,  by  the  regulations  of  the  bank,  no  coin 
can  be  ifliied  to  any  perfon  who  demands  it  in  confequence  of  his  , 
credit  in  bank  ; yet  I have  not  the  leafl;  doubt,  but  that  both  the 
credit  "iVTitten  m toe  books  oj^  the  hafik^  citid  the  cajh  iti  their  repi^tories 
nvhich  balances  it,  may  fuffer  alternate  augmentations  and  diminutions,  ac- 
cording to  the  greater  or  lefs  demand  for  hank  mor^y,  . If  I can  prove  this, 
all  difficulties  will  be  removed. 

My  reafons  for  being  of  this  opinion  are, 

imo,  From  principles,  I muft  conclude,  that  if,  upon  any'occa-- 
fion  whatever,  even  wffien  the  fmalleft  demand  for  bank  money,, 
and  the  greatefi  demand  for  coin  takes  place,  there  was  an  impof- 
fibility  of  producing  the  leafl;  diminution  of  bank  credit,  or  of 
procuring  any  fupply  of  the  metals  from  the  bank,  the  coiife- 
quence  certainly  v/ould  be  felt,  by  an  extraordinary  fall  in  the  va- 
lue of  bank  money ; or  which  is  the  fame  thing,  in  other  v/ords, 
by  an  extraordinary  rife  in  the  value  of  the.  metals,  when  compared: 
■with  bank  monev. 

d 

Now,. 
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Now,  this  is  a cafe  which  never  happens.  Variations  upon  the 
rate  of  agio,  of  2 or  3 per  cent,  perhaps  more,  are  frequent  and 
familiar.  The  demands  of  trade,  for  coin  or  credit,  are  fo  fluc- 
tuating, that  fuch  variations  are  unavoidable ; but  were  there  an 
overcharge  of  bank  credit,  which  no  power  could  diminifli,  that 
overcharge  would  quickly  be  perceived  ; becaufe  the  flufluations 
of  the  agio  would  entirely  ceafe  ; as  the  balance  of  a fcale,  nearly 
in  eqiiilibrio,  ceafes  from  a total  overcharge  on  one  flde. 

a.do,  My  fecond  reafon  is  founded  upon  a matter  of  facfl,  v/hich 
I mufl  now  apply. 

There  are  upon  the  fquare  before  the  town-hoiife  of  Amflerdam, 
(the  place  de  Dam)  between  10  and  11  in  the  morning,  a number 
of  cafhiers,  whofe  bufinefs  it  is  to  buy  and  fell  bank  credit,  for 
current  coin.  They  bargain  with  all  thofe  w'ho  have  occafion 
.either  to  buy  or  fell ; and  according  to  the  demand  for  fpecle,  or 
bank  credit,  the  agio  rifes  or  finks  ; and  as  thefe  cafhiers  mufl: 
conitantly  gain,  whether  they  furniili  bank  credit  or  current  coin, 
fince  they  are  never  the  demanders  in  either  operation,  it  is  com- 
monly found,  that  there  is  in  their  favour  about  cent,  or  per- 

haps  p per  cent,  according  to  the  revolutions  in  the  dem.and  : that 
is  to  fay,  one  'who  would  firfl;  buy  fpecie,  and  then  feU  it,  would 
lofe  4- , or  perhaps  but  upon  his  operation. 

From  this  circumftance  of  buying  and  felling  of  bank  credit 
with  coin,  and  njke  -verfa,  I thinkT  can  refolve  the  myftery  men- 
tioned above,  viz.  how  the  conftant  accumulation  of  coin  in  the 
bank  of  Amflerdam,  fliould  never  have  the  effea  of  depreciating 
tneu  baiiK  moiicy,  by  augmenting,  beyond  the  demand  for  it, 

the  quantity  of  their  depofit,  and  of  the  credit  written  in  their 
books.. 

It  is  a matter  of  fact,  that  the  bank  lends  both  coin  and  credit  to 
the  broicers,  caihiers.  or  lombards,  who  are  conllantly  found  on 
the  place  de  Dam. 

Whenever,  therefore,  the  bank  finds  that  agio  falls  too  low, 
with  refpea  to  the  coin  ; and  when,  in  confequence  of  that,  the 

demand 
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demand  for  coin  increafes  ; then  they  lend  coin  out  of  their  repoii- 
tories  to  the  brokers  ; and  when  it  rifes,  they  lend  credit. 

This  coin  the  brokers  difpofe  of  to  thofe' who  have  bank  money, 
and  who  want  to  convert  it  into  coin.  They  fell  the  coin  for  bank 
credit:  the  purchafer  writes  off  the  transfer  in  favour  of  the 
broker,  and  he  again  repays  the  value  of  the  coin  to  the  bank, 
by  transferring  the  credit  he  obtained  for  the  coin,  in  favour  of 
the  bank. 

This  done,  the  bank  may  expunge  this  credit  from  their  books 
by  which  means  their  depofit  of  coin  is  diminffhed,  and  alfo  the 
fum  of  credit  which  was  found  fuperiiuous. 

If,  on  the  other  hand,  the  circulation  of  the  trade  of  the  city 
fhould,  in  a fliort  time  afterwards,  begin  to  increafe,  thofe  who 
have  coin,  which  in  that  cafe  would  not  fo  well  ferve  the  ufes  of 
circulation  as  the  bank  credit,  come  with  it  tO' the  brokers,  who 
fell  them  bank  credit  for  it ; this  coin  the  brokers  deliver  to  the 
bank,  which  writes  off  the  credit  lent  to  the  broker,  in  favour  of 
him  who  has  paid  his  coin  for  it. 

This  is,  as  far  as  I can  guefs,  the  nature  of  the  circulation  of 
the  coin  in  the  bank  of  Amfterdam. 

It  is  a curious  method  of  preferving  an  exaff  proportion  between 
the  coin  in  depofit,  the  credit  written  in  their  books  of  transfei^, 
and  the  demand  for  bank  money. 

The  plan  is  quite  confiftent  with  principFes,  and  checks  exaclly 
with  thofe  matters  of  fact  v/hich  are  known  to  all  the  world. 
Whether  the  operation  be  conduced  exactly  in  the  way  I have  re- 
prefented  it,  or  not,  is  a matter  of  fmali  confequence  to  us,  who 
aim  at  nothing  more  than  the  inveftigation  of  the  principles 
upon  which  fuch  operations  may  be  conducted. 

AVhen  we  compare  this  operation  with,  thofe  of  the  bank  of  cir-- 
culation,  which  we  have  already  explained,  we  find  a great  ana- 
logy between  them. 

We  have  feen  how  the  notes  iffiied  by  banks  of  circulation  in- 
creale  and  dimmifh  according  to  demand  : and  now  we  fee  how. 

the 
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'tlie  fame  principle  operates  in-banKS  of  depoiit,  wliicli  ifllie  no 
coin  on  demand.  In  tire  firft  cafe,  tire  mafs  of  fectirities,  oi  coin 
of  the  bank,  is  diminilhed,  without  the  confent  of  the  bank,  by 
the  aa  of  their  creditors  ; that  is,  the  holders  of  the  notes.  In 
the  laft  cafe,  the  creditors,  or  perfons  who  have  credit  in  bank, 
cannot,  by  their  own  aft,  diminifli  the  quantity  of  the  coin  depo- 
rted, nor  of  the  credit  written  ; but  the  bank  itfelf,  by  the  help  of 
thofe  interpofed  perfons,  the  brokers  on  the  place  de  Dam,  is  en- 
abled to  preferve  an  exaft  balance  between  bank  money  and  the 
demand  for  it ; augmenting  it  as  it.  is  demanded,  and  diminifhing 
it  when  it  is  found  to  regorge. 

From  this  I conclude,  that  the  treafure  of  the  bank  of  Amfter- 
dam  is  not  near  fo  great  as  fome  authors,  from  mere  conjecture, 
have  aflerted. 

The  author  ©f  the  Eilay  on  commerce,  reckons  it  at  four  hun- 
dred millions  of  guilders  ; and  the  Amllerdam  edition  carries  in 
the  margin  a correction,  which  gives  us  to  underftand,  that  it 
amounts  to  betv/een  eight  and  nine  hundred  millions.  Davenant 
efteems.  it  at  36  millions  fierling.  Mr.  Megens,  an  author  of  great 
judgment  and  fagacity,  efleems  this  treafure  at  no  more  than  about 
60  millions  of  guilders,  or  about  5,500,000  /.  Reiiing  ; a fum  (fays 
he)  wherewith  great  things  may  be  done.  Univerf.  Merchant, 
feel.  di.  l agree  entirely  with  him,  that  for  the  ready- money  de- 
mands, of  the  trade  of  Amfterdani,  that  fum,  conftantly  in  circu- 
lation, may  go  a great  length. 

What  has  milled  moft  people  in  their  eitimation  of  this  treafure,  is 
the  appearance  of  a conftant  accumulation,  without  any  reRitu- 
4:ion : but  that  tnere  is  a conftant  egrefs,  as  well  as  ingrefs  of  coin 
to  this  bank,  I think  I have  rendred  pretty  evident. 

jjeiides  the  periisanent  creuit  written  in  the  books  of  transfer, 
concerning  which  we  have  been  fpeaking,  the  bank  of  Am.fterdam 
xeceiv».^s,  in  depoiit,  vaft  films  of  com  every  year,  which  are  not 
incorporated  with  the  bank  treafure,  but  remain  in  the  bags  in 
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which  they  are  delivered,  under  the  joint  feals  of  the  bank  and 
of  the  perfon  who  delivers  them. 

~ .This  operation  comes  next  to  be  explained. 

The  trade  of  Holland  draws  a conftant  flux  of  coin  and  bullion 
into  the  country ; and  that  trade  fends  a conftant  flux  out  of  it. 
I he  eftablifhment  of  the  bank  of  Amfterdam  renders  the  ufe  of 
this  coin  and  bullion,  upon  many  occaflons,  fuperfluous,  as  money. 

It?  therefore  remains  as  a commodity,  the  value  of  which  riles 
according  to  exigencies,  or  the  demand  for  it. 

When  the  precious  metals  come  from  Spain,  Portugal,  and  other 
nations,  who  owe  a balance  to  the  Dutch,  they  are  lodged  in  the 
bank  of  Amfterdam  in  the  following  manner. 

The  proprietors  carry  them  to  the  bank  in  facs  compofed  of  a de- 
terminate number  of  pieces,  and  the  fac  muft  be  of  a determinate 
weight,  according  to  the  regulations  of  the  bank,  from  tim.e  to 
time  ; for  which  the  bank  writes  off"  credit  in  bank,  at  certain  rates, 
according  to  the  coin  lodged,  to  the  account  of  the  proprietor. 

But  as  this  coin  is  received,  upon  condition  that  it  may  be  drawn 
out  again,  fo  foon  as  the  depolitor  fhall  demand  it ; inftead  of 
writing  off  the  ’whole  ’value  upon  the  books  of  the  bank,  they  only 
write  off  a certain  part,  (fuppofe  90  per  cent.)  and  for  the  remaining 
10  per  cent,  they  deliver  what  they  call  a recipife,  which  is  an  obli- 
gation by  the  bank  to  re-deliver,  upon  demand,  the  individual 
facs,  fealed  with  the  feals  of  the  bank  and  of  the  depolitor.  This 
recipife  is  transferable  at  the  will  of  the  perfon  to  whom  it  is  de- 
livered. Farther, 

He  who  has  put  his  coin  fo  in  depofit,  becomes  bound  to  pay  to 
the  bank  i.,  Lj  or  L per  cent,  every  flx  months,  according  to  the 
coin : that  is,  upon  gold  f per  cent,  on  pieces  of  eight  and  rix- 
dollars  4 ; on  ducatoons  ~ per  cent,  and  in  cafe  he  neglecls  fo  to  do, 
then  the  coin  becomes  confolidated  with  the  treafure  of  the  bank, 
and  can  no  more  be  drawn  out,  in  virtue  of  the  recipife. 

This  being  performed,  the  depolitor  may  transfer,  at  will,  all 
tlm  90  per  cent,  or  his  credit,  in  the  courfe  of  his  bulinefs  ; and  fo 
. ^ R r foon 
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fbon  as  the  value  of  coin  rifes  m the  market,  he  miifl:  fill  up  his 
credit  in  bank  to  the  full  value  of  the  90  pe7^  cent,  and  then  pre- 
fenting  his  recipife,  he  receives  back  his  own  individual  coin,  fealed 
with  his  own  feal,  as,  \vhen  at  lirfl  neiiveied. 

If  he  finds  that  it  is  either  inconvenient  for  him  to  fill  up  his 
credit,  or  that  he  has  no  occafion  for  his  coin,  upon  the  rife  in  its 
value,  he  may  then  fell  his  recipijfe  to  another,  whp  has  credit  in 
bank  equal  to  the  value  of  the  depofit  5 and  he,  in  virtue  of  the 
recipijfe  transferred  to  him,  withdraws  the  coin,  as  the  perfon  might 
have  done  who  put  it  in  depofit. 

The  recipijfe  itfelf,  Vvdiich  is  what  gives  a right  to  the  coin  to  any 
one  who  is  the  proprietor  of  that  paper,  and  who  has  credit  in 
brink  for  the  fum  contained  in  it,  rifes  and  finks  in  its  value,  ac- 
cording to  the  price  of  the  coin  to  which  it  carries,  a right. 


In  this  manner  coin,  which  otherwife  would  be  dead,  in  a ware- 
houfe,  is  made  to  circulate,  in  favom’ of  the  owner,  during  the 
depofit,  remaining  at  the  fame  time  always  at  his  command  ; and 
the  keeping  of  the  coin  brings  into  the  bank  a fmall  profit,  but 
which,  by  conftant  accumulation,  becomes  comiderable. 

I have  faid  above,  that  the  bank  of  Amfterdam  puts  forth, 
from  time  to  time,  what  regulations  they  think  fit,  as  to  the  rate 
at  which  they  receive  the  different  fpecies  of  coin.  Thefe  regula- 
tions are  formed  according  to  the  fluauation  of  the  value  of  the 
metals.  When  filver  rifes  above  the  proportion  it  had  before,  with 
refpecl  to  gold,  then  the  filver  fpecies  is  received  at  a higher  rate 
than  formerly.  When  gold  rifes  in  proportion  to  filver,  then  the 
gold  coins  are  received  at  a higher  rate  than  formerly. 

This  regulation  produces  the  fame  effecT  as  that,  v%rhich  I for- 
merly recommended  in  the  third  book,  would  do,  in  fixing  a 
ffandard  for  the  unit  of  the  money  of  Great  Britain,  according  to 
the  mean  proportion  of  the  metals  : and  it  was  for  this  reafon,  that 
[Book  III.  parti,  chap,  id  I afferted  the  bank  money  of  Amfter- 
dam to  be  an  invariable  unit,  which  the  art  cf  man  had  invented  • 
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that  it  flood  like  a rock  in  the  fea,  immoveable  by  the  fludcuatino- 
proportion  between  the  metals. 

It  is  no  objection  againfl  this,  to  allege  the  variation  of  the  agio, 
and  the  fluftiiation  of  the  value  of  bank  money  according  to 
demand.  Thefe  variations  ought  to  be  referred  to  the  coin,  not 
to  the  bank  money : the  bank  money  is  to  be  coiifidered  as  fixed, 
becaufe  it  has  all  the  characters  of  invariability. 

If,  indeed,  the  affairs  of  the  bank  came  to  be  ill  adminiftred, 
arid  that  the  credit  written  in  the  bank  were  allov/ed  to  fwell  fo 
fax  beyond  the  demand  for  it,  as  to  fink  the  value  of  bank  monev 
fo  far  below  the  rate  of  coin  as  to  make  it  impoffible  to  recover 
itfeif ; then  I Ihould  allov/  that  the  bank  money  was  no  longer  an 
invariable  ftandard : but  in  this  cafe,  I lliould  confider  the  bank  as 
in  a kind  of  political  difeafe,  becaufe  it  vrould  then  be  withdrawn 
from  under  the  influence  of  its  own  principles,  which  hitherto 
has  nex^er  been  the  cafe. 


It  has  been  imagined  by  many,  that  the  treafiire  of  the  bank  of 
Amfterdam  has  been,  upon  certain  occafions,  made  ufe  of  for  the 
public  fervice.  This  is  a conjecture  merely  ; and  perhaps  it  has 
been  owing  to  the  opinion  vffiich  comrhonly  prevails,  that  the  trea- 
fure  far  exceeds  all  the  ufes  which  it  can  ferve  for.  But  as  I am 
perfuaded,  imo.  That  this  opinion  is  x'oid  of  all  foundation ; ido^ 
That  the  treafure  never  can  exceed  the  credits  written ; and, 
yio,  That  the  credits  never  can  exceed  the  ufes  thofe  merchants 
have  for  them  : fo  I am  of  opinion,  that  a value,  in  coin,  to  the 
full  extent  of  thofe  credits,  actually  exifts  in  the  repoxitories  of 
the  bank ; becaufe  if  I flioiild  fiippofe  the  contrary,  it  would 
imply  a notorious  infidelity  in  the  bank  adminiftration : an  infide- 
lity, which,  if  ever  it  fliould  be  difcovcred,  would  overturn  the 
whole  credit  of  the  bank,  and,  at  one  flroke,  deftroy  the  xvliole 
tiade  of  that  city,  how  the  ufe  of  three  ©r  four  millions  fterling, 
to  the  flares  of  Holland,  vchich  they  can  procure  when  thm/  will, 
at  a very  moderate  intercft,  is  not  an  objecT;  in  the  eyes  of  that  fa- 
gacious  gox  einmcnt,  fufficicirt  to  engage  them  to  tamper  xvith  the 
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bank  treafure  : and  the  rather,  that  were  they  driven  to  the  necef- 
Tity  of  having  recourfe  to  the  bank,  I make  not  the  leall  doubt 
but  that  fo  great  a company  would  be  of  more  fervice  to  the  Rate 
in  writing  oIF  upon  an  occafion  a temporary,  untransferable  credit  at 
interef,  which  might  afterwards  be  expunged,  in  order  to  procure 
coin  within  the  country,  than  by  delivering  the  coin  correfponding 
to  the  credit  of  private  merchants,  v/hich  they  mull  look  upon  as 
a moft  facred  depofit. 

If  we  compare  the  credit  of  the  bank  of  Amfterdam,  with  the 
credit  of  the  bank  of  England,  we  fliall  find  the  firfi;  infinitely 
inferior  to  the  latter  as  to  extent,  though  not  one  bit  inferior  with 
refpecl  to  the  folidity  of  it. 

The  extent  of  the  credit  of  the  bank  of  Amfterdam  is  limited  to 
the  fum  of  the  credits  written  in  their  books,  either  in  permanent 
transfer,  as  I fliall  call  it,  or  in  credit  on  cafli  depofited  upon  reci- 
piffe.  All  this  credit  put  together,  cannot  extend  beyond  the  limits 
of  the  circulation  of  the  city  of  Amfterdam,  in  their  domeftic 
dealings,  and  in  their  exchange  bufinefs  j which  laft  is  indeed 
%^ery  great. 

But  the  credit  of  the  bank  of  England  is  equal  (in  a manner)  to 
all  the  circulation  and  exchange  bufinefs  of  London,  and  all  the 
taxes  paid  in  Great  Britain.  This  bank,  iiT circulating  its  paper,  is 
not  limited  to  the  weight  of  coin  in  England.  The  whole  intereft 
of  the  national  debt,  and  expence  of  the  ftate,  may  be  paid  in  the 
paper  of  the  bank,  and  be  perfectly  well  fecured,  although  their 
treafure  in  coin  may  feldom  amount  to  above  four  millions  fter- 
iing. 

We  muft  however  allow,  that  banks  of  circulation,  when  ill 
conducted,  are  liable  to  great  abufe  ; as  has  been  abundantly  ex- 
plained in  treating  of  the  Mifilfippi.  But  how  is  abufe  to  be  pre- 
vented, while  men  conduct  I And  difafters  may  happen  to  a bank 
of  depofit,  to  which  the  other  is  not  fo  much  expofed.  May  not 
the  treafure  of  the  bank  of  Amfterdam  be  lent  out  on  bad  fecurity  ? 
May  not  the  ftate  lay  hold  of  it May  not  an  earthquake  fwallow 
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sop 

up  the  ftadthoufe  ? May  not  the  fea  break  in,  and  demolifh  it  ? 

May  not  another  invader,  like  the  late  King  of  France,  in  1672,  be 

more  fuccefsful,  and  carry  off  th  2 bank  ? 

* ^ 

Thefe  are  abufes  and  calamities  to  which  the  bank  of  Amiler- 
dam  is  expofed ; and  from  many  of  which  the  bank  of  England 
is  in  a great  meafure  protected. 

Befides  the  banks  I have  mentioned,  not  fo  much  with  a view 
to  give  an  hiftorical  account  of  their  operations,  as  to  illuftrate 
the  principles  on  which  they  are  eftablifhed,  there  are  many 
others  in  Europe  of  great  and  extenlive  credit ; fuch  as  that  of 
Hamburg,  Venice,  Genoa  (until  the  Hate  fpent  the  treafure  depo- 
iited)  Nuremberg,  &c.  Ever}"  one  of  thefe  participate  more  of  the 
nature  of  that  of  Amfterdam,  than  of  thofe  in  Great  Britain.  They 
are  more  calculated  for  preferving  the  ftandard  of  their  bank  mo- 
ney, againft  the  adulterations  of  coin,  and  for  providing  a fund 
of  calh,  transferable  in  bank  credit,  than  for  the  affiftance  of  go- 
vernment, or  the  melting  down  of  folid  property,  which  are  the 
great  advantages  peculiar  to  hanks  of  circulation. 

Thefe  lafl  are  alfo  infinitely  more  lucrative  to  the  bankers  than 
thofe  of  depofit,  from  the  intereft  they  draw  from  credits  given, 
difcount  of  bills,  and  loans  to  government. 

The  profits  on  the  bank  of  Amfterdam  are  very  trifling.  They 
are  confined  to  the  fmall  emoluments  of  2 ftivers  for  every  transfer ; 
befides  the  intereft  they  draw  from  the  brokers  on  the  place  de  Dam, 
for  the  coin  and  credit  they  furnilh  them  with  5 and,  in  the  laft 
place,  the  a,  or  a per  cent,  every  fix  months,  for  the  coin  depofited, 
in  order  to  be  afterwards  drawm  out.  But  on  the  other  hand,  they 
are  freed  from  the  enormous  expence  of  providing  coin  for  the 
payment  of  foreign  balances,  and  from  the  great  detail  of  bufi- 
nefs  which  the  circulation  of  paper  implies. 


End  of  the  Second  Part. 
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BOOK  IV. 

OF  CREDIT  AND  DEBTS. 

PART  III. 

OF  EXCHANGE. 


CHAP.  1. 

Of  the  firfl  Principles  of  Exchange. 

Having  ended  what  I had  to  fay  of  banks,  in  which  moft  of 
the  principles  of  private  credit  have  been  fufficiently  deduced, 
I now  proceed  to  the  doclirine  of  exchange,  which  is  the  principal 
operation  of  mercantile  credit. 

The  fecuiity  which  merchants  commonly  take  from  one  another 
when  they  circulate  their  bufmefs,  is  a bill  of  exchange,  or  a note 
of  hand . thefe  are  loo^^ed  upon  as  payment.  When  they  give  cre- 
dit to  one  another  in  account,  or  otherwife,  the  caufe  of  confidence 
is  of  a mixed  naturv. ; eftaolifhed  partly  upon  the  fecurity  of  their 
effects,  partly  on  the  capacity,  integrity,  and  good  fortune,  of  the 
perfon  to  whom  the  credit  is  given. 

No  man  but  a merchant  has  any  idea  of  the  extent  and  nature  of 
this  kind  of  credit.  It  is  a thing  to  be  felt,  but  cannot  be  reduced 
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to  principles  ; and  merchants  themfelves  can  lay  down  no  certain 
rules  concerning  it.  It  is  an  operation  which  totally  depends  upon 
their  own  fagacity. 

But  when  they  deal  by  bills  of  exchange,  the  cafe  is  very  dif- 
ferent. The  punduality  of  acquitting  thofe  obligations  is  eflential  to 
commerce  ; and  no  fooner  is  a merchant’s  accepted  bill  protefted, 
than  he  is  confidered  as  a bankrupt.  For  this  reafon,  the  laws  of 
moil  nations  have  given  very  extraordinary  privileges  to  bills  of 
exchange.  The  fecurity  of  trade  is  elTential  to  every  fociety;  and 
were  the  claims  of  meixhants  to  linger  under  the  formalities  of 
courts  of  law,  when  liquidated  by  bills  of  exchange,  faith,  confi- 
dence, and  punauality,  would  quickly  difappear ; and  the  great 
engine  of  commerce  would  be  totally  deftroyed. 

A regular  bill  of  exchange  is  a mercantile  contract,  in  which  four 
perfons  are  concerned,  viz.  i.  The  drawer,  who  receives  the  value  r 
2.  His  debtor  in  a diftant  place,  upon  whom  the  bill  is  drawn,  and 
who  mufl:  accept  and  pay  it : 3.  The  perfon  who  gives  value  for: 
the  bill,  to  whole  order  it  is  to  be  paid : and  4.  The  perfon  to  whom: 
it  is  ordered  to  be  paid,  creditor  to  the  third. 

By  this  operation,  reciprocal  debts,  due  in  two  diftant  parts,  are- 
paid  by  a fort  of  transfer,  or  permutation  of  debtors  and  creditors.. 

(A)  in  London,  is  creditor  to  (B)  in  Paris,  value  1 00  /.  (C)  again 
in  London,  is  debtor  to  (D)  in  Paris  for  a like  fum.  By  the  operation, 
of  the  bill  of  exchange,  the  London  creditor  is  paid  by  the  London, 
■debtor,  and  the  Paris  creditor  is  paid  by  the  Paris  debtor  y confe- 
quently,  the  two  debts  are  paid,  and  no  money  is  fent  from;  London 
to  Paris,  nor  from  Paris  to  London. 

In  this  example,  (A)  is  the  drawer,  (B)  is  the  accepter,  (C)  is  the 
purchafer  of  the  bill,  and  (D)  receives  the  money.  Two  perfons 
here  receive  the  money,  (A)  and  (B),,  and  two  pay  the  money,  (B}. 
and  (C)  ; which  is  juft  what  muft  be  done  when  ttvo  debtors  and 
two  creditors  clear  accounts. 

I his  is  the  plain  principle  of  a bill  of  exchange.  From  which  it 
appears,  that  reciprocal  and  equal  debts  only  cam  be  acquitted  by 
them.  I 
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When  it  therefore  happens,  that  the  reciprocal  deots  oi  London 
and  Paris  (to  ufe  the  fame  example)  are  not  equal,  there  arnes  a 
balance  on  one  fide.  Suppofe  London  to  owe  Pans  a balance,  value 
1 00 1.  How  can  this  be  paid  ? I anfwer,  that  it  may  either  be  done 
with  or  without  the  intervention  of  a bill. 


With  a bill,  if  an  exchanger,  finding  a demand  for  a bhl  upon 
Paris,  for  the  value  of  100/.  when  Paris  owes  no  moie  to  London, 
fends  100/.  to  his  correfpondent  at  Paris  in  coin,  at  the  expence,  I 
fuppofe,  of  I /.  and  then,  having  become  creditor  on  Paiis,  he  can 
give  a bill  for  the  value  of  too  /.  upon  his  being  repaid  his  expence, 
and  paid  for  his  rifk  and  trouble. 

Or  it  may  be  paid  without  a bill,  if  the  London  debtor  fends  the 
coin  himfelf  to  his  Paris  creditor,  without  employing  an  exchanger. 

This  lafi;  example  fliews  of  what  little  ufe  bills  are  in  the  pay- 
ment of  balances.  As  far  as  the  debts  are  equal,  nothing  can  be 
more  iifeful  than  bills  of  exchange ; but  the  more  they  are  ufeful 
in  this  eafy  way  of  bufinefs,  the  lefs  profit  there  is  to  any  perfon  to 
make  a trade  of  exchange,  when  he  is  not  himfelf  concerned,  either 
as  debtor  or  creditor. 


When  merchants  have  occafion  to  draw  and  remit  bills  for  the 
liquidation  of  their  own  debts,  active  and  paflive,  in  diftant  parts, 
they  meet  upon  change ; where,  to  purfue  the  former  example, 
the  creditors  upon  Paris,  when  they  want  money  for  bills,  look  out 
for  thofe  who  are  debtors  to  it.  The  debtors  to  Paris  again,  when 
they  want  bills  for  money,  feek  for  thofe  who  are  creditors  upon 
it.  This  is  a reprefentation  of  what  we  have  frequently  called  the 
money  market,  in  which  the  demand  is  for  money ^ or  for  hills. 

This  market  is  conftantly  attended  by  brokers,  who  relieve  the 
merchant  of  the  trouble  of  fearching  for  thofe  he  wants.  To  the 
broker  every  one  communicates  his  wants,  fo  far  as  he  finds  it  pru- 
dent ; and  by  going  about  among  all  the  merchants,  the  broker 
difcovers  the  fide  upon  which  the  greater  demand  lies,  for  money, 
or  for  bills. 
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We  have  often  obferved,  that  he  who  is  the  demander  in  any  bar- 
gain, has  conftantly  the  difadvantage  in  dealing  with  him  of  whom 
he  demands.  This  is  no  where  fo  much  the  cafe  as  in  exchange, 
and  renders  fecrecy  very  eilential  to  individuals  among  the  mer- 
chants. If  the  London  merchants  want  to  pay  their  debts  to  Paris, 
when  there  is  a balance  againfl  London,  it  is  their  intereil;  to  con- 
ceal their  debts,  and  efpecially  the  neceffity  they  may  be  under  to 
pay  them ; from  the  fear  that  thofe  who  are  creditors  upon  Paris 
would  demand  too  high  a price  for  the  exchange  over  and  above  par. 

On  the  other  hand,  thofe  w^ho  are  creditors  upon  Paris,  when 
Paris  owes  a balance  to  London,  are  as  careful  in  concealing  what 
is  owing  to  them  by  Paris,  from  the  fear  that  thofe  who  are  debtors 
to  Paris  v/ould  avail  themfelves  of  the  competition  among  the  Paris 
creditors,  in  order  to  obtain  bills  for  their  money,  below  the  value 
of  them,  when  at  par.  A creditor  upon  Paris,  who  is  greatly  prelied 
for  money  at  London,  will  willingly  abate  fomething  of  his  debt, 
in  order  to  get  one  who  will  give  him  money  for  it. 

It  is  not  my  intention  to  dip  into  the  intricacies  of  exchange : all 
intricacies  mult  here  be  banilhed ; and  inftead  of  technical  terms, 
which  are  very  well  adapted  for  expreffing  them,  recourfe  mult  be 
had  to  plain  language,  for  pointing  out  the  fimple  operations  of 
this  trade.  It  is  by  this  method  that  principles  muft  be  deduced, 
and  from  principles  we  fhall  draw  the  confequences  which  may  be 
derived  from  them. 

From  the  operation  carried  on  among  merchants  upon  Change, 
vrhich  we  have  been  defcribing,  we  may  difcover  the  confequence 
of  their  leparate  and  jarring  interelts.  They  are  conltantly  interelted 
in  the  Itate  of  the  balance.  Thofe  who  are  creditors  on  Paris,  fear 
a balance  due  to  London;  thofe  who  are  debtors  to  Paris,  dread  a 
balance  due  to  Pans.  The  intereil  of  the  fird;  is  to  dilTemble  what 
tney  rear;  that  of  the  lall,  to  exaggerate  what  they  wilh.  The 
biOKers  are  thofe  who  determine  the  courfe . of  the  day:  and  the 
mofc  intelligent  merchants  are  thofe  who  difpatch  their  bufinefs 
before  the  fac^  is  known. 

VOL.  ir. 
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Nowlafk,  how  trade,  in  general,  is  interefted  in  the  qneftion 
who  Ihall  outwit,  and  who  lhall  be  outwitted,  in  this  complicated 

operation  of  exchange  among  merchants  . ^ ....  , 

The  intereft  of  trade  and  of  the  nation  is  principally  concerned 
in  the  proper  method  of  paying  and  receiving  the  balances.  It  is 
alfo  concerned  in  preferving  a juft  equality  of  profit  and  lofs  among 
all  the  merchants,  relative  to  the  real  Rate  of  the  balance.  Un- 
equal competition  among  men  engaged  in  the  fame  purfuit,  con- 
ftantly  draws  along  with  it  bad  confequences  to  the  general  under- 
taking, as  has  often  been  obferved ; and  fecrecy  in  trade  will  be 
found,  upon  examination,  to  be  much  more  ufeful  to  merchants 
in  their  private  capacity,  than  to  the  trade  they  are  carrying  on. 

Merchants,  we  have  faid,  in  fpeaking  of  the  bank  of  England, 
endeavour  to  fimplify  their  bufinefs  as  much  as  polTible ; and  com- 
mit to  brokers  many  operations  which  require  no  peculiar  talents 
to  execute.  This  of  exchange  is  of  fuch  a nature  that  it  is  hardly 
polTible  for  a merchant  to  carry  on  the  bufinefs  of  his  bills,  with- 
out their  afliftance,  upon  many  occafions.  When  merchants  come 
upon  Change,  they  are  fo  full  of  fears  and  jealoufies,  that  they  will 
not  open  themfelves  to  one  another,  left  they  ftiould  difcover  what 
they  want  to  conceal.  The  broker  is  a confidential  man,  in  fome 
degree,  between  parties,  and  brings  them  together. 

Befides  the  merchants,  v/ho  circulate  among  themfelves  their  re- 
ciprocal debts  and  credits,  arifing  from  their  importation  and  expor- 
tation of  goods,  there  is  another  fet  of  merchants  who  deal  in 
exchange  j which  is  the  importation  and  exportation  of  money  and 
rv^biis. 

""  Were  there  never  any  balance  on  the  trade  of  nations,  exchangers 
and  brokers  would  find  little  employment:  reciprocal  and  equal 
debts  would  eafily  be  tranfaifled  openly  between  the  parties  theiii- 
felves.  No  man  feigns  and  diflembles,  except  when  he  thinks  he 
has  an  intereft  in  fo  doing. 

But  w’hen  balances  come  to  be  paid,  exchange  becomes  intricate ; 
and  merchants  are  fo  much  employed  in  particular  branches  of 

bufinefs. 
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bufinefs,  that  they  are  obliged  to  leave  the  liquidation  of  their  debts 
to  a particular  fet  of  men,  who  make  it  turn  out  to  the  bell  advan- 
tage to  themfelves. 

Whenever  a balance  is  to  be  paid,  that  payment  coils,  as  we  have 
feen,  an  additional  expence  to  thofe  of  the  place  who  owe  it,  over 
and  above  the  value  of  the  debt. 

If,  therefore,  this  expence  be  a lofs  to  the  trading  man,  he  muft 
either  be  repaid  this  lofs  by  thofe  whom  he  ferves,  that  is,  by  the 
nation ; or  the  trade  he  carries  on  will  become  lefs  profitable. 

Every  one  will  agree,  I believe,  that  the  expence  of  high  exchange 
upon  paying  a balance,  is  a lofs  to  a people,  no  way  to  be  compen- 
fated  by  the  advantages  they  reap  from  enriching  the  few  indi- 
viduals among  them,  who  gain  by  contriving  methods  to  pay  it 
off:  and  if  an  argument  is  neceilary  to  prove  this  propofition,  it 
may  be  drawn  from  this  principle,  to  wit,  whatever  renders  the 
profit  upon  trade  precarious  or  uncertain,  is  a lofs  to  trade  in  gene- 
ral : this  lofs  is  a confequence  of  high  exchange  ; and  although  a 
profit  does  refult  from  it  upon  one  branch  of  trade,  the  exchange  ' 
bufinefs,  yet  that  cannot  compenfate  the  lofs  upon  every  other. 

We  may,  therefore,  here  repeat  what  we  have  faid  above,  that 
the  more  difficulty  is  found  in  paying  a balance,  the  greater  is  the 
lofs  to  the  nation. 

This  being  admitted,  I fhall  here  enumerate  all  the  difficulties 
which  occur  in  paying  of  balances.  Moll  of  them  have  been  already 
mentioned  from  their  relation  to  fubjecls  already  difcufled;  and 
could  it  be  fuppofed,  that  every  reader  has  retained  the  wliole  chain 
of  reafoning  already  gone  through,  a repetition  in  this  place  would 
be  fuperfiuous : but  as  that  cannot  be  expected,  I fliall,  in  as'fiiort 
and  diftinct  a manner  as  poffible,  recapitulate,  under  four  articles, 
what  I hope  will  be  fufficient  to  refreffi  the  memory  upon  each  of 
them. 

imo,  The  firft  difficulty  which  occurs  in  paying  a balance,  is  to- 
determine  exactly  the  true  and  intriiific  value  of  the  metals  or  coin 
m w'hich  it  is  to  be  paid  5 that  is  to  fay,  the  real  par. 
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^do.  How  to  remove  the  domeftic  inconveniences  which  occur  in 

paying  with  the  metals  or  coin* 

How  to  prevent  the  price  of  exchange  from  operating  upoa 

the  whole  mafs  of  reciprocal  payments,  inflead  of  alFeaing  only 
the  balance. 

The  remedies  and  palliatives  for  thefe  three  inconveniencies  once 
difcovered,  comes  the  lafl;  queftion,  viz.  How,  when  other  expe- 
dients prove  inefFe{rciial  for  the  payment  of  a balance,  the  fame 
may  be  paid  by  the  means  of  credit,  without-,  the  intervention  of 
coin  j and  who  are  thofe  who  fliould  conduct  that  operation.^ 


CHAP.  II. 

How  to  determine  exaSily  the  true  and  intrinjie  value  of  the  Metals^. 
Coin^  or  Money  ^ in  which  a Balance  to  foreign  Nations  is  to  be  paid ^ 

This  firll queffion  regards  the  whole  mafs  of  reciprocal  pay- 
ments, as  well  as  that  of  the  balance. 

Every  payment  to  be  made  of  a determinate  and  fixed  valuer 
that  is  to  fay,  of  a liquidated  debt,  mufi;  be  paid  in  a value  equally 
determinate  in  its  nature. 

This  I fuppofe  to  be  the  cafe,  whether  payment  be  made  in  the 
precious  metals  unmanufactured,  bullion,  or  in  a nation’s  coin,  or 
in  denominations  of  money  of  account.  All  payment  in  merchan- 
dize, except  bullion,  mufi:  fulFer  converfions  of  value  before  the 
debts  can  be  liquidated. 

Money  of  accompt,  which  is  what  we  underftand  by  denomina- 
tions, we  have  defined  to  be  a fcale  of  equal  parts,  calculated  to 
determine  the  value  of  things,  relatively  to  one  another.  It  mufi, 
therefore,  be  by  the  money  of  accompt  of  different  nations,  that 
the  value  of  bullion  and  of  coin  can  be  determined. 


When 
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When  coin  is  introduced,  the  denominations  of  money  are  real- 
ized in  a determinate  quantity  of  the  precious  metals,  and  the 
fabrication  of  the  bullion  into  coin,  raifes  the  value  of  that  com- 
modity, bullion,  like  the  manufadturing^  of  every  other  natural 
produdlion. 

When  coin,  therefore,  is  employed  in  paying  fums  according  to- 
the  legal  denomination  which  it  carries,  it  is  money,  not  mercham 
dize  ; but  when  it  is  given  at  any  other  rate  than  its  denomination, 
it  is  merchandize,  not  money. 

In  the  third  book,  we  liave  fhewn  how  utterly  impodible  it  is  to 
realize  with  exadlnefs,  the  denominations  of  money  of  accompt,  in 
the  metals  which  are  condantly  varying  in  their  value,  and  expofed 
to  wafte  in  circulation. 

We  have  fhewn,  by  many  examples,  how,  in  fadl,  the  value  of 
the  pound  llerling  has  been  fubjedl  to  great  viciffitudes  of  late,  from 
the  great  diforder  of  the  coin. 

The  coin  of  France  is,  indeed,  upon  a better  footing  in  point  of 
uniformity  of  weight,  than  ours  ; and  the  proportion  of  the  metals 
in  it  comes  nearer  their  prefent  value  in  the  market : but  then  as 
oft  as  the  balance  turns  againft  France,  the  high  impofition  upon 
her  coinage,  expofes  the  coin  to  great  fluciluations  of  value,  when 
compared  with  bullion  in  the  Paris  market.  This  is  alfo  to  be 
afcribed  to  the  imperfedlion  of  the  metals  when  ufed  as  money, 
while  they  are  merchandize  at  the  fame  time. 

This  being  the  cafe,  the  way  to  calculate  the  real  par  of  exchange 
between  nations,  who  have  in  common  no  determinate  and  inva- 
riable money,  exclufive  of  coin,  is  to  conlider  fine  gold  and  filver 
as  the  next  bell  ftandard. 

This  is  a merchandize  which  never  varies  in  its  quality.  Fine 
gold  is  always  the  fame  in  every  mafs ; and  weight  for  weight, 
there  is  no  dliference  in  its  value  or  quality  any  where. 

This  ftandard  being  once  adopted,  the  calculation  of  the  real  par 
becomes  an  eafy  operation  to  thofe  who  know  the  courfe  of  the 
bullion  market  in  the  two  places  exchanging. 

It 
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Ifj  by  the  exportation  of  all  the  heavy  coin  of  London,  bills  mull 
be  paid  in  a worn  out  currency,  the  rife  in  the  price  of  gold  in  their 
market,  above  mint  price,  will  mark  pretty  nearly  how  far  it  is- 


light. 

If,  on  the  other  hand,  the  wars  of  France,  or  an  unfavourable 
balance  upon  her  trade,  fhall  oblige  her  to  export  her  coin,  that 
operation  will  Jink  the  value  of  it,  or  raife  the  price  of  bullion, 
which  ever  way  you  choofe  to  exprefs  it. 

It  is  not  here  a proper  place  to  refume  the  queftion,  which  of  the 
two  expreffions  is  the  moll  proper : we  are  here  confidering  the 
value  of  the  bullion  as  what  is  fixed,  becaufe  it  anfwers  the  purpofe. 
But  whether  we  fay  that  bullion  rifes  in  the  markets  of  Paris  and 
London ; or  that  the  value  of  their  currencies  fink,  though  from  very 
different  caufes,  the  calculation  of  the  real  par  will  proceed  with 
equal  accuracy.  An  example  will  illuflrate  this. 

When  gold  is  at  the  lowefl;  price  to  which  it  can  ever  fall  at 
Paris,  that  is  to  fay,  at  the  mint  price,  it  is  worth  740  livres  9 fols, 
or  740.45  livres  fer  mark,  in  decimals,  for  the  eafe  of  calculation. 
The  mark  contains  eight  ounces  Paris  weight. 

Were  the  ounces  of  Paris  equal  to  thofe  of  troy  weight,  4 of  this 
fum,  or  92.5562  livres,  would  be  the  value  of  that  ounce  by  which 
gold  is  fold  at  London. 

But  the  Paris  ounce  is  about  i±  per  cent,  lighter  than  the  troy 
ounce  ; and  the  exact  proportion  between  them  is  unknown,  from 
the  confufion  of  weights,  and  the  want  of  a fixed  ftandard  in  Eng- 
land. 


By  the  befl  calculation  I have  been  able  to  make,  a Paris  ounce 
fnould  contain  473  grains  troy,  which  makes  the  proportion  between 
the  two  ounces  to  be  as  473  is  to  480,  which  is  the  number  of  grains 
in  the  troy  ounce. 


Gold  bullion  at  Paris  is  regulated  by  the  rri.7ivk.frne, 
the  ounce  fandard.. 


at  London  by 


When  ftandard  gold  bullion  is  at  the  loweh  price  it  can  be  at  London, 
It  15  worth  the  mint  price,  or  3 /.  17./.  lo’,  d.  per  troy  ounce,  which’ 

expreffed 
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exprelTed  in  decimals,  is  3.8^37  /.  fterling.  Standard  is  to  fine,  as  ii 
is  to  12;  confequently,  the  ounce  fine  is  4.2476/,  fterling:  and  if 
the  Paris  ounce  of  fine  bullion  be  worth,  as  has  been  faid, 
livres,  the  ounce  troy,  according  to  the  above  proportion,  will  be 
worth  P3.926  livres.  Divide  then  the  livres  by  the  flerling  money, 
and  the  quotient  will  give  you  the  real  par  of  exchange  of  the 
pound  fteiiing,  while  bullion  remains  at  that  value  in  Paris  and  in 
London,  viz.  ±^^^=22.1 12  livres  for  the  pound,  or  32.56  flerling 
for  the  French  crown  of  3 livres. 

Gold  bullion  never  can  rife  in  the  Paris  market,  at  leafl  all  the 
laft  war  it  never  rife,  above  the  value  of  the  coin  j that  is,  to 
801.6  livres  the  mark  fine,  or  100.2  livres  ounce  Paris,  and  101,7 
iivres  the  troy  ounce. 

How  high  the  price  of  gold  bullion  may  rife  at  London  no  man 
can  fay ; but  the  higheil  it  rofe  to,  during  the  lafi;  war,  was,  I be- 
lieve, 4/.  o.f.  8d.  per  ounce  flandard,  or  to  4.3999/.  flerling  per 
ounce  fine.  By  this  divide  the  value  of  the  ounce  troy  fine  in  French 
livres,  the  real  par  at  this  rate  of  the  metals  in  both  cities  will  be 
— 21.11  iivres  for  the  pound  flerling,  or  31.155  pence  flerling 
for  the  French  crown  of  3 livres.  But  fuppofe  two  cafes  which 
may  happen,  viz.  i.That  gold  bullion  at  Paris  fliould  be  at  the* 
price  of  coin,  while  at  London  it  may  be  at  mint  price  : or,  2.  That 
at  Paris  it  may  be  at  mint  price,  when  at  London  it  is  at  4/,  o-x.  8d,. 
what  will  then  the  real  par  of  exchange  be  ? 

I anfwer,  that  on  thefirfl  fuppofition,  it  will  be  one  pound  fler- 
ling, equal  to  23.939  iivres,  and  the  crown  of  3 livres  equal  to  30.076 
pence  flerling.  In  the  other,  equal  to  21.34  livres  for  the  pound 
flerling,  and  for  the  crown  of  3 livres  33.728.  A difference  of  no 
lefs  than  8,9  per  cent. 

Is  it  not  evident  that  thefe  variations  mnfi  occur  in  the  exchange 
between  London  and  Paris  I And  is  it  not  alfo  plain,  that  they  pro- 
ceed from  the  flucfluation  of  the  price  of  bullion,  not  from  exchange  \ 

We  have,  I think,  demonflrated,  in  the  third  book,  that  a wrong 
balance  upon  the  French  trade  raifes  bullion  to  the  price  of  coin ; 

and 
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and  that  a right  balance  brings  it  down  to  mint  pi  ice.  . ^ 

of  coinage  is  above  8 per  cent.  So  that  8 per  cent,  of  fiudluation  m 
the  price  of  bullion  is  eafily  accounted  for  in  the  Pans  marke  , wi  h- 
out  combining  the  variations  in  the  Englifla  market. 

In  London,  where  no  coinage  is  paid,  were,  all  the  coin  o u 1 
weight,  and  exportation  free,  coin  and  flandard  bullion  would  con 
ftantly  Rand  at  the  fame  price : but  when  the  heavy  coin  is  exported, 
and  the  currency  becomes  light  by  the  old  remaining  in  circula- 
tion, the  price  of  bullion  rifes  in  proportion. 

Is  it  furprizing  that,  at  London,  gold  in  bullion  fhonld  be  worth 
as  much  as  gold  of  the  fame  ftandard  in  guineas,  weight  for  \\  eight  ? 
It  is  v/orth  as  much  at  the  mint,  why  lliould  it  not  be  worth  as 
much  at  market  ? Any  man  may  offer  to  pay /or  the  ounce  of  all  the 
guineas  coined  by  Charles  II.  James  11.  and  William  III.  now  in  cir- 
culation, the  higheft  market  price  that  ever  was  given  for  ftandard 
gold  bullion  in  London,  and  gain  by  the  bargain. 

This,  I hope,  will  be  fufficient  to  fatisfy  any  body  that  there  is  a 
miftake  in  afcribing  the  high  price  paid  for  the  French  crown  in  the 
London  exchange,  to  a wrong  balance  upon  the  trade  of  England 
with  France. 

From  this  new  light  in  which  I have  placed  the  queftion,  I hope 
the  arguments  ufed  in  the  i6th  chapter  of  the  nrft  part  of  the  third 
book,  will  acquire  an  additional  force;  and  that  thereby  the  eyes 
of  this  nation  may  be  opened  with  regard  to  the  interefts  of  the 
French  trade ; a point,  I fliould  think,  of  the  higheft  concern. 

To  calculate,  as  every  body  does,  the  par  of  the  French  crown,  either 
by  the  gold  or  the  ftlver  in  the  Engliih  Jiaaidard  coin,  when  no  fuch 
fiandard  coin  exifts  ; and  to  Rate  all  that  is  given  for  the  crown  above 
29PJ.  if  you  reckon  by  the  filver,  or  scu^.  if  you  reckon  by  the 
gold,  for  the  price  of  a wrong  balance,  is  an  error  Vvhicli  may  lead 
to  the  moft  fatal  confequeiices.. 

If  governm.ent  fhould  think  fit  to  impofe,  in  their  own  mint,  a 
coinage,  equal  to  that  of  France,  and  make  all  their  coin  of  equal 
weight,  and  at  the  due  proportion,  it  will  take  off  all  the  lofs  we 

fuffer 
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Puffer  by  paving  coinage  to  France,  which  we  at  prefent  impute  to 
the  exchange,  while  Ihe  pays  none  to  us.  But  then  it  will  occafion 
nearly  the  fame  fluffuations  upon  the  real  par  of  exchange  as  at 
prefent ; only  from  another  caiife  on  the  fide  of  Great  Britain.  At 
prefent  our  exchange  becomes  favourable  from  the  weight  of  our 
own  currency,  and  the  balance  againft  France  upon  her  trade  ; 
which,  in  Paris,  raifes  the  price  of  the  bullion  with  which  we  pay 
our  French  debts.  On  the  other  hand,  our  exchange  becomes  un- 
favourable from  the  lightnefs  of  our  own  currency,  from  the  coin- 
age we  pay  to  France,  and  balance  againft  us  ; which  laft  carries  off 
all  our  new  guineas ; and  in  the  Paris  market,  finks  the  value  of 
that  bullion  in  which  we  pay  our  French  debts. 

Were  matters  put  upon  a right  footing,  we  fliould  gain  from 
France  the  price  of  our  coinage,  when  our  balance  is  favourable,^ 
and  pay  coinage  to  France  when  their  balance  is  favourable ; in- 
ftead  of  feeing  our  exchange  turn  more  in  our  favour,  only  from 
the  additional  weight  of  the  coin  in  which  we  pay. 

If  French  coinage  fliould  appear  too  high  a price  for  the  interefi:  of 
other  branches  of  Britifii  trade,  a queftion  I fhall  not  here  deter- 
mine, let  us  impofe  at  leafi;  as  much  as  to  keep  our  guineas  out  of 

the  melting  pot,  and  baniih  all  the  old  coin  which  throws  us  into 
fuch  confufion. 


What  has  been  Paid  is  undoubtedly  too  much  upon  this  fubjecT 
for  the  generality  of  readers.  The  number  of  thofe  who  can  p-o 
through  a chapter  like  this  with  pleafure  is  very  fmall.  But  if  the 
idea  I have  been  endeavouring  to  communicate,  be  found  juft  by 
one  man  of  capacity,  whofe  opinion  fiiall  have  weight  in  the  deli- 
berations of  Great  Britain,  the  confequences  may  be  great  to  this 
nation ; and.  this  confideration  wall,  I hope,  plead  mv  excufe. 

I fhall  now  fet  this  queftion  in  another  point  of  view,  from  which 

the  ftrefs  of  my  arguments  will  be  felt,  and  all  intricate  combina-. 
tions  will  be  laid  afide. 

Does  not  tne  piice  of  exchange,  or  what  is  given  above  the  par, 
proceed  from  the  expence  of  fending  the  metals  from  one  place  to 
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the  other,  the  infiirance  of  them,  and  the  exchangers  piofit?  If 
he  true,  which  I believe  no  body  will  deny,  miift  not  what  is 
paid  for  the  bill,  over  and  above  theie  three  articles,  be  confidered 
as  the  real  par,  relative  to  exchange  ? Now  does  the  price  of  the 
bullion  which  the  exchanger  pays  in  his  owm  market,  or  the  price 
he  gets  for  that  bullion  in  the  market  to  wdiich  be  fends  it,  at  all 
enter  into  the  account  of  the  tranfportation,  rilk,  and  profit,  which 
the  exchanger  has  on  the  operation  i Certainly  not.  May  there  not 
be  a very  great  difference  between  the  buying  and  felling  the  very 
fame  bullion  in  different  markets  at  one  time  and  another  ? Ought: 
we  not  to  charge  that  to  fome  other  accompt  than  to  the  price  of 
exchange,  which  is  confined  to  the  expence  of  tranfporting  the  ba- 
lance only,  and  when  tvro  objedls  totally  different  are  included  un- 
der the  fame  term,  does  it  not  tend  to  perplex  our  notions  concern- 
ing them? 

The  great  variation  in  the  price  of  bullion  in  France,  for  example,, 
and  the  expence  of  procuring  it,  proceeds  from  three  caufes.  The 
firfl;  is,  the  coinage  impofed  in  France,  wdiile  none  is  impofed  in. 
England.  What,  therefore,  is  paid  upon  this  account,,  is  profit  to 
France,  and  lofs  to  England. 

The  fecond  caufe  of  variation,  is  the  debafement  of  the  value  of 


, the  pound  fterling,  when  the  heavy  gold  has  been  fent  abroad. 
That  lofs  affects  the  nation,  and  every  man  in  England,  in  the  qua- 
lity of  creditor  for  fums  fpecified  in  pounds  fterling,  to.  the  profit 


of  all  debtors. 

The  third  caufe  of  varia.tion,  is  from  the  great  expence  exchangers 


are  put  to,  in  procuring  the  metals  from  other  countries,  when  they 
cannot  be  got  at  home : the  confequence  of  tliis  fhall  be  explained: 
in  a fucceeding  chapter. 


As  all  thefe  caufes. are  combined  in  the  exchange  upon  bills  when 
they  come  to  market,  I think  it  is  proper  to  analize  them,  before 
the  doclrine  we  are  upon  can  be  diftindlly  underftood. 

I ftiall  therefore  conclude  my  chapter  with  this  propofition  : 


7 


That 
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That  the  heft  method  of  determining  exaftly  the  true  and  intrinfic 
value  of  the  metals,  coin,  or  money,  in  which  the  balance  due  to 
or  from  a foreign  nation  is  to  be  paid,  is  to  compare  the  refpedive 
value  of  fine  bullion  with  the  refpecilive  denominations  of  the  coin 
in  the  one  and  the  other  j and  to  ftate  the  difference  as  the  price 
paid  for  the  exchange  A 


* There  occurs  anotlier  confiderable  difficulty  to  be  removed,  before  the  real  par  of 
exchange  can  be  exaddy  determined  from  the  price  of  bullion,  to  wit,  the  uncertainty 
of  weights,  and  the  multiplicity  of  them. 

Every  nation  in  Europe  has  a different  weight,  I might  almoft  fay  every  city.  This 
has  proceeded,  in  a great  meafure,  from  the  inaccuracy  with  which  they  have  been 
made  formerly.  I think  it  is  highly  probable,  that  many,  at  leaft,  of  the  principal 
weights  in  Europe,  have  derived  their  origin  from  the  fame  ftandard ; although  they 
are  now  confiderably  different.  Thole  I am  beft  acquainted  with  are  the  following,  of 
which  I ftiall  here  fet  down  a fhort  table,  reduced  to  troy  grains,  according  to  the  beff 
calculation  I have  been  able  to  make. 

One  ounce  troy  contains  _____ 

One  ounce  Paris,  or  jioids  de  marc^  - _ . . 

One  ounce  Holland  trees  _____ 

One  ounce  Colonia  ______ 


troy  grains. 


- - - 480 

473 
473.27 

449.33 

Thefe  are  the  weights  ufed  in  the  mints  of  England,  France,  Holland,  and  Germany. 
If  therefore  we  fhould  call  the  troy  dlince  100,  the  proportion  of  the  reft  wi'l  be  4s 
follows : 

T roy  - --  - - _ ^ . 

Paris  i _____  . 

Holland  _ - - 

Colonia  - - _ 

I have  chofen  to  reduce  to -ounces;  becaufe  it  is  the  denomination  in  which  the  pro 
portion  of  weights  is  beft  preferved. 


100 

98.541 

98-597 

93.61 


Thefe  ounces  I apprehend  to  have  been  originally  taken  from  the  old  Roman  pound, 
which  was  the  v/eight  adopted  by  the  Emperor  Charles  the  Great,  who  applied  himfelf 
much  to  the  eftablifhing  a general  flandard  of  weights  in  his  dominions. 

In  the  examples  I have  given,  we  fee  how  the  Colonia  ounce  deviates  more  than  any 
other  from  the  average  on  the  whole. 

This  ounce  is  very  near  equal  to  the  old  Saxon  ounce,  eftabliflied  in  the  Englifh 
mint  at  the  Norman  conqueft,  and  there  preferved,  until  Henry  VIII.  fubftitutei 
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In  place,  Che  Toy  .clgh..  This  clrcomtonce  naakes  k probable  that  the  Sa.on 

^ „ r 1 t.  nreat  who  Hrft  conquered  the  Saxon  nation, 

-oun^e  came  originally  from  Charles  the  Great,  wno  mi  h r , c 

o - . , . . , The  rude  manners  of  the  Saxons 

and  drew  them  from  a ilate  of  abfoiute  barbarity.  i ne 

may  have  occafioned  this  great  deviation.  cur 

The  difference,  therefore,  in  thofe  ounces,  ! aferibe  to  the  progrefflve  erro  of  thofc. 

v,ho  have  made  weights,  and  from  the  negleft  of  preferving  a proper  ftandard. 

The  befr  remedy  for  this  inconvenience,  would  be,  for  any  one  mint  to  form  a 
weight,  aJ  and  to  fend  a moft  accurate  copy  of  it  to  every  mint  in  Europe : to 

mention,  at  the  fame  time,  the  exaft  proportion  between  the  weight  fent,^  and  that  ob. 
ierved  at  their  own  mint-,  to  beg  of  the  other  mints  an  equal. communication  or  the, 
pri  portion  between  the  weight  fent.  and  their  feveral  ftandards  : and  laff  of  all,  to  pub- 
liih  in  the  news-papers  of  all  commercial  towns,  every  market  day,  as  is  done  at  Am, 
(lerdam,  the  price  of  >e  gold  and  f.lver,  according  to  this  new  weight  made  for  the 
purpofe.  This  weight  may  be  callefi  the  mint-weight  of  Europe;  and  from  the  iini, 
verfal  utility  which  would  follow  upon  fcch  a regulation,  it  probably  might  be  followed 
were  this  to  happen,  it  might  be  a flep  towards  efiablilhing.aannLverral  conformity  of 

v/eights  e%^ery  where.  , . , 

While  matress  hand  oa  the  prefent  footing,  Jl  is  neceflary  to  be  informea  of  three 

particulars.  Firft,,  Of  the  proportion  of  the  different  mint  weights.  Secondly,  Of 
the  regulations  by  which  the  coin,  is  made.  And  laftly.  Of  the  exaftnefs  of  the  mints . 
in  following  the  regulation.  Every  miftake.in  anyone  of  thefe  three  articles,  is  an 
impediment  to  the  juif  determination  of  the  real  par. 

I acknov/Isdge  that,  in  faft,  exchange  bufinefs  goes  on  fmoothly,  notwithflanding- 
;he  difficulties  we  have  been  enumerating.  It  m.ay  therefore  be  afked,  in  what 


all  t 


would  confift  the  great  advantage  of  fo  fcrupulous  a nicety  ? 

My  anfver  is,  that  exchange  bufinefs  will,  always  go,.fmoojhly  on,  as  long  as. 
exchangers  gain,  and  that,  trade  is  not  interrupted. 

But  trading  men  confider  their  own  intereft  only  •,  and  I am  confi'denng  the  interelt 
of  an  intelligent  ftate,  which  wants  to  promote  the  good  of  the  whole  community,  withr- 
eut  oceafionlng  any  hurt  to  the  intereft  of  individuals. 
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CHAP.  in. 

How  to  refno‘ve  the  ineonvenienees  which  occur  in  paying  Balances 
with,  the  Metals  cr  Coin  of  a Natiott, 

The  inconveniences  v/hich  occur  when  balances  are  to  be  paid- 
in  bullion  or  coin  are  tliefe  : 

Firft,  The  want  of  fecure  and  ready  tranfportation,  from  the  ob- 
ftruclions  government  throws  in  the  way  to  prevent  it. 

Secondly,  The  difficulty  of  procuring  the  metals  abroad  wlien- 
they  are  not  to  be  found  at  home. 

When  we  fpeak  here  of  balances  to  be  paid  from  one  country  ta 
another,  we  underftand,  that  the  general  amount  of  the  whole- 
payments  to  be  made  to  the  world,  exceeds  the  fum  of  all  that  is 
reciprocally  due  from  it.  So  far  as  a balance  due  to  one  country 
is  compenfated  with  a balance  due  by  another,  they  may  be  mu- 
tually difeharged  by  bills  of  exchange,  according  to  the  principles 
already  laid  down.  All  compenfations  being  made  by  bills  drawn  for 
reciprocal  debts,  we  mufl  here  fuppofe  a balance  due  by  the  country' 
whofe  interefl  we  are  confidering.  This,  like  debts  between  pri- 
vate people,  mufl  either  be  paid  in  intrinfic  value,  or  by  fecurity 
fork;  that  is,  by  contracting  a permanent  debt  bearing  interefl.. 
The-  firfl  is  the  queflion  here  before  us  the  fecond  will  be  exa- 
mined in  the  fucceeding  chapter. 

The  firfl  difficulty  mentioned,  to  wit,  the  want  of  feedre  and: 
ready  tranfportation  of  the  metals,  proceeds  in  a great  meafure  from 
the  obflrucfion  government  throws  in  the  way,  to  prevent  the  ex- 
portation of  them.  To  remove  which  difficulty,  it  is  proper  to  fliew 
how  far  it  is  the  interefl  of  government  to  obflrudt,  how  far  to  acce- 
lerate the  tranfportation  of  the  metals. 

We  have  faid  that  it  is  the  advantage  of  every  Hate,  in  point  of 
trade,  to  have  balances  paid  with  the  leafl  expence.  If  then  we 
fuppofe  that  it  is  either  neceffary  or  expedient  that  this  balance 

fhoiild: 
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fhoiild  be  paid  in  the  metals,  government,  in  that  cafe,  fhould 
facilitate  by  every  method  the  fending  them  off  in  the  cheapeft  and 
fecureft  way. 

But  fince  governments  do  not  follow  that  rule,  we  mull  examine 
the  reafons  which  engage  them  to  prefer  a contrary  conduct. 

The  principal,  the  moft  general,  and  moft  rational  objeffion 
againll  the  exportation  of  the  metals,  is,  that  vehen  it  is  permitted, 
without  rellriftion,  it  engages  the  people,  when  they  go  to  foreign 
markets  for  articles  of  exportation,  to  run  to  the  coin,  inftead  of 
carrying  thither  the  produ(ff  and  manufactures  of  the  country. 
From  which  a confequence  is  drawn,  that  as  long  as  coin  and  bul- 
lion are  fairly  allowed  to  be  exported,  the  rich  inhabitants  will 
employ  them  for  the  purchafe  of  foreign  commodities,  to  the  hurt 
of  domeftic  induftry. 

This  is  an  objection  of  great  weight,  relative  to  the  lituation  of 
many  nations.  The  Spaniards  and  Portuguefe  feel  it  feverely. 
Many  individuals  there  are  very  rich ; the  numerous  claffes  of  the 
people  are  either  lazy  or  not  properly  bred  to  induftry.  In  that 
fituation  the  alternative  to  government  is  very  difagreeable.  Either 
the  rich  mull  be  deprived  of  every  enjoyment  with  which  their 
induRrious  neighbours  alone  can  fupply  them,  until,  by  very  flow 
degrees,  the  lowefl;  c|afles  of  their  countrymen  can  be  engaged  to 
change  their  way  of  living,  and  be  infpired  with  a fpirit  of  in- 
dnft  y;  or  they  muft  be  allowed  to  gratify  the  deflres  which  riches 
create,  at  the  expence  of  the  nation’s  treafure,  and  the  improvement 


of  their  country. 

From  this  alternative  we  difcover  the  principle  which  direffs  the 
conduct  of  a ftatefman  under  fuch  circumftances,  viz. 

To  forbid  the  importation  of  every  foreign  manufacture  whatfo- 
evcr ; to  fubmit  to  the  hardfliips  neceffarily  implied  in  the  circiim- 
flances  of  the  nation  ; and  to  pay  freely  v/hat  balance  may  be  ow- 
ing  upon  natural  produce  imported  for  the  ufes  of  fubfiftence,  or 
manufacture. 


This  is  a plan  more  rational  and  more  eaflly  executed,  than  a ge- 
iieial  piohiOition  to  expoit  the  metals  5 becaufe  v/ith  good  re^^nla- 

tions, 


« 
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tjons,  properhy  executed,  you  may  prevent  the  importation  of  ma- 
nufaflures  5 but  it  is  hardly  pollible  to  prevent  the  exportation  of 
the  metals  neceflary  to  pay  for  what  you  have  bought  from  ftran- 
gers,  by  the  permillion  of  government : and  on  the  other  hand, 
fuppofe  you  do  effedliially  prevent  the  exportation  of  the  metals, 
the  confequence  will  be,  to  put  an  end  to  all  foreign  trade  even  iii- 
natural  produce.  What  nation  will  trade  vvith  another  who  can  pay 
only  by  barter  ? All  credit  will  then  be  cut  olF ; for  who  will  ex- 
change by  bills,  with  a place  which  cannot  pay,  cither  in  their 
own  currency,  or  with  the  metals,  the  debts  which  they  recipro- 
cally owe  ? 

_ The  maxim  therefore,  here,  is  to  prevent  the  contracdiingof  debts 
with  flrangers  ; but  when  you  allow  them  to  be  contradfced,  to  faci- 
litate the  payment  of  them. 

This  reafoning  is  only  calculated  to  direct  a flatefman  who  finds 
hirafelf  at  the  head  of  a rich  luxurious  nobility,  and  an  idle  or  ill 
inftruifted  common  people,  furrounded  by  induftrious  neighbours, 
xvhofe  afiifiance  may  be  necefiary  upon  many  occafions,  to  provide 
fubfiftence,  or  the  materials  of  manufacture,  to  his  people  y and- 
this  while  he  is  forming  a fcheme  of  introducing  induftry  at  home,, 
as  a bafis  for  afterwards  eftabiifhing  a proper  foreign  commerce. 

But  in  this  fubjedt  combinations  are  infinite,  and  the  fmalleft; 
change  of  circumftances  throws  the  decifion  of  a queftion  on  a dif- 
ferent principle. 

1 will  not  therefore  lay,  tliat  in  every  cafe  which  can  be  fup-- 
pofed,  certain  reilrictions  upon  the  exportation  of  bullion  or  coin; 
are  contrary  to  good  policy.  This  propofition  I confine  to  the  floiu 
rifhing  trading  nations  of  our  own  time^ 

To  fet  this  matter  in  a fair  light,  and  as  an  exercife  upon  prin- 
ciples, I fhail  borrow  two  combinations,  one  from  hifiory,  and  am 
other  from  a recent  example  in  France,  in  which  a clog  upon  the: 
exportation  of  the  metals  and  coin  were  very  politically,  laid  on. 

We  learn  from  the  hifiory  of  Henry  VII.  of  England,  a fagaciouS' 
Prince,  that  he  eftabliihed  very  fey  ere  laws  againfttiie.  exportation 
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of  bullion  ; and  obliged  the  merchants  who  imported  foreign  com- 
modities into  his  domdnions,  to  iiiveft  their  returns  m tiie  natural 
produce  of  England,  which  at  that  time  confifted  principally  m 

wool  and  in  grain.  _ j n 

The  circumilances  of  the  times  in  which  that  Piince  Ined,  mull 

therefore  be  examined,  before  we  can  juftly  find  fault  with  this  ftep 
of  his  political  oecoiiomy. 

In  Henry  the  Vllth’s  time,  the  foreign  trade  of  England  was  en- 
tirely in  the  hands  of  foreigners,  and  almoft  every  elegant  manu- 
facfure  came  from  abroad. 

Under  fuch  circumftances,  is  it  not  plain,  that  the  prohibition  of 
the  exportation  of  bullion  and  coin  was  only  a compulfion,  con- 
comitant with  other  regulation^,  to  oblige  foreign  merchants, 
refiding  in  his  kingdom,  to  buy  up  the  fuperfluity  of  the  Englifh 
natural  produce  of  wool  and  grain  1 Had  not  the  King  taken  thofe 
rneafures,  the  whole  money  of  the  nation  would  ha’ve  been  ex- 
ported ; the  fuperfliious  natural  produce  of  England  would  have 
Lain  upon  hand  ; the  abundance  of  thefe  would  have  brought  their 
price  below  the  value  of  the  fubfiftence  of  thofe  who  produced 
them  5 agriculture  w^ould  nave  been  abandoned  5 and  the  nation 


would  have  been  undone. 

I allow  that  nothing  is  fo  abiurd  as  a defire  to  confume  foreign 
produdtions,  and  to  forbid  the  exportation  of  the  price  of  them.  I 
alfo  allow,  that  every  reftraint  laid  upon  exporting  filver  and  gold, 
fails  upon  the  confumer  of  foreign  goods,  and  obliges  him  to  pay 
the  dearer  for  them ; but  this  additional  expence  to  the  confumer, 
does  not  augment  the  mafs  of  foreign  debts.  The  debt  due  abroad 
will  conftantly  be  paid  with  the  fame  quantity  of  coin,  whether  the 
exportation  of  it  be  allowed  or  forbidden  ; becaufe  the  lofs  of  thofe 
who  pay  the  balance  arifes  from  the  rilk  of  confifcation  of  the  mo- 
ney they  want  to  export  againft  law ; or  from  the  high  exchange 
they  are  obliged  to  pay  to  thofe  v/ho  take  that  rifk  upon  themfelves. 
In  both  cafes,  the  additional  expence  they  are  put  to  remains  in  th€ 
countrv,  and  is  repaid  them  by  the  confumers  j confequently,  can 

never 
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never  occafion  one  farthing  more  to  be  exported.  Prohibitions, 
therefore,  upon  the  exportation  of  fpecie,  are  not  in  every  cafe  fo 
abfurd  as  they  appear  at  firft  fight.  It  is  very  certain  that  no  body 
gives  money  for  nothing ; confequently,  a fiate  may  reft  afllired 
that  the  proprietors  of  the  fpecie,  their  fubjecfts,  will  take  fufiicient 
care  not  to  make  a prefent  of  it  to  foreigners.  The  intention, 
therefore,  of  fueh  prohibitions,  is  not  to  prevent  the  payment  of 
what  people  owe ; but  to  prevent  that  payment  from  being  made  in 
coin  or  bullion  ; and  alfo  to  difcourage  the  buying  of  fuch  foreign 
commodities  as  muft  be  paid  in  fpecie,  preferably  to  others  Vv^hich 
may  be  paid  for  with  the  returns  of  home  produce. 

When  a ftatefman,  therefore,  finds  the  balance  of  trade,  upon 
the  main,  favourable  to  the  country  he  governs,  he  need  give  him- 
felf  no  trouble  about  the  exportation  of  the  fpecie,  from  this  fingle 
principle,  to  wit,  that  he  is  fure  it  is  not  given  for  nothing.  But 
when  the  balance  turns  againft  them,  in  the  regular  courfe  of  bu- 
finefs,  not  from  a temporary  caufe,  then  he  may  lay  reftraints  upon 
the  exportation  of  fpecie,  as  a concomitant  reftriftion,  together 
with  others,  in  order  to  diminifli  the  general  mafs  of  importations, 
and  thereby  to  fet  the  balance  even. 

In  a trading  nation,  I allow,  that  no  reftriclion  of  that  kind  ought 
to  be  general ; becaufe  it  then  afFe(5ls  the  ufeful  and  the  hurtful 
branches  of  importation  equally : but  in  Henry’s  days,  the  fale  of 
corn  and  wool  was  fufficient  to  procure  for  England  all  it  wanted  from 
abroad ; and  the  interefts  of  trade  were  not  fufficiently  combined, 
to  enable  the  ftate  to  act  by  any  other  than  the  moft  general  rules. 
Forbidding  the  exportation  of  coin  was  found  to  promote  the  ex- 
portation of  Englifli  productions,  and  this  was  a fufficient  reafon 
for  making  the  prohibition  peremptory.  In  this  view  of  the  mat- 
ter, did  not  Henry  judge  well,  when  he  obliged  the  merchants  who 
imported  foreign  goods,  to  inveft  the  price  they  received  for  them 
m Englifli  commodities  ? Once  more  I muft  fay  it,  he  was  not  fo 
much  afraid  of  the  confequences  of  the  money  going  out,  as  of  the 
corn  and  wool  remaining  at  home  ; had  he  been  fure  of  the  expor- 
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tation  of  thefe  articles  to  as  good  purpofe  another  way  the  prohi- 
bition would  hare  been  abfurd ; but  I am  perfuaded  that  was  not 

the  cafe.  . i,  • 

The  example  taken  from  France  is  this. 

After  the  fatal  bankruptcy  in  1720,  by  the  -blowing  up  of  the 
Miffifippi,  the  trade  of  France  languiflied  from  the  effects  of  the 
inftability  of  their  coin,  until  the  year  17-26,  when  it  was  fet  upon 
that  footing  on  which  it  has  remained  ever  fince. 

Upon  that  lail  general  coinage,  the  fame  principles  of  enriching 
the  King  by  the  operation,  directed  the  conduit  of  the  minider. 

The  old  fpecie  w-as  cried  down,  and  profcribed  in  circulation  t 
but  it  was  thought,  that  as  it  rras  the  King’s  coin,  he  had  a liberty 
to  fet  a price  upon  it,  at  a different  rate  from  any  other  bullion  of 
the  fame  finenefs  j and  that  he  had  alfo  a right  to  command  the 
proprietors  of  it  to  bring  it  to  tne  mrnt  at  his  own  price. 

The  confequence  was,  that  thofe  who  could  were  very  defirous 
to  fend  it  to  Holland,  in  order  to  draw^  back  the  -v  alue  they  had  lent 


'in  bills  upon  Paris. 

Under  fuch  circumdances,  w^ere  not  prohibitions  upon  the  ex- 
portation of  this  coin  mod  confident  with  the  plan  laid  down  ? We 
fliall,  in  the  next  chapter,  examine  the  confequences  of  this  ope- 
ration upon  the  exchange  of  France. 

What  has  been  faid,  will,  I hope,  fuffice  to  explain  fome  of  the 
principal  motives  which  datefmen  may  have,  when  they  lay  re- 
drictions  on  the  exportation  of  the  metals,  with  a view  to  favour  the 
U'ade  of  their  nation. 

But  befides  the  intereds  of  trade,  there  are  other  reafons  for  lay- 
ing prohibitions  on  the  exportation  of  the  national  coin,  although 
that  of  bullion  be  left  free  under  certain  redriclions. 

As  often  as  it  happens,  from  whatever  caufe  it  may  proceed,  that 
the  value  of  a nation’s  coin  falls  to  par  with  bullion  of  the  fame 
finenefs,  that  coin,  if  exported,  may  be  melted  down.  This  is  a 
lofs  j becaufe  it  puts  the  nation  to  the  expence  of  coining  more  for 
■ the  ufe  of  circulation. 


When 
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When  nations  give  coinage  gratis,  or  when  they  allow  the  coin 
of  other  nations  the  privilege  of  palling  current  under  denomina- 
tions exactly  proportioned  to  its  intrinfic  value,  then  coin  never  can 
be  worth  more  than  any  other  bullion  of  the  fame  ftandard  cdn- 
fequently,  will  be  exported  or  fmuggled  out  upon  every  occanon. 

If,  therefore,  a nation  does  really  delire  to  avoid  an  expence  to 
the  mint,  they  mull  make  it  the  intereft  of  merchants  to  export 
every  other  thing  preferably  to  their  own  coin.  This  is  done  by 
impofing  a duty  upon  the  coinage ; and  this  will  either  prevent  its 
going  out  unneceilarily,  or  if  it  be  neceflary  to  export  it,  the  coin 
will  return  in  the  payments  made  to  the  nation,  in  confequence  of 
its  advanced  value  above  any  other  bullion  which  can  be  fent. 

The  forbidding  the  exportation  of  coin,  implies  a reftridtion  upon 
the  exportation  of  bullion ; becaufe,  unlefs  the  bullion  be  examined 
at  the  CLiflom  houfe,  and  the  ftamps  upon  it  looked  at,  it  may  hap- 
pen to  be  nothing  but  the  nation’s  coin  melted  down,  with  an  in- 
tention to  avoid  the  law.  For  this  reafon,  whoever  brings  bullion 
to  be  hamped,  whether  it  be  for  exportation  or  not,  muft  declare 
that  it  is  not  made  of  the  nation’s  coin.  How  ilender  a check  are 
all  fuch  declarations  1 The  only  one  elFeftual  is  private  intereft  ; and 
as  no  man  will  take  his  wig  to  ftufF  his  chair,  when  he  can  get 
cheaper  materials  equally  good,  fo  no  man  will  melt  down  coin 
which  bears  an  advanced  value,  when  he  can  procure  any  other 
bullion. 

On  the  whole,  we  may  determine,  that  a flourifiiing  commercial 
ftate,  which  has,  on  the  average  of  their  trade,  a balance  coming 
in  from  other  countries,  fiiould  lay  it  down  as  a general  rule,  to 
facilitate  the  exportation  of  their  coin,  as  well  as  bullion : and  if  a 
very  particular  circumftance  fhould  occur,  which  may  continue  for 
a fliort  time,  they  may  then  put  a temporary  ftop  to  it,  and  facilitate 
the  payment  of  the  balance  in  the  way  of  credit. 

I have  enlarged  fo  much  upon  the  methods  of  removing  the  firft 
difficulty  of  paying  a balance,  wdth  the  coin  or  bullion  found  in  a 
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nation,  that  what  remains  to  be  faid  upon  the  fecond  difficulty , to 
wit,  the  procuring  them  from  other  nations,  need  not  be  long. 

V^ere  the  mint  w^eights  of  ail  countries  fnfficiently  determinate  j 
were  the  regulations  concerning  the  Standard  of  bullion  exadlly 
complied  with  ; and  were  the  current  market  prices  of  that  impor- 
tant commodity,  confidered  as  a valuable  piece  of  intelligence  every 
v/here,  the  bullion  trade  would  be  much  eaiier  than  it  is. 

We  have  faid,  that  when  the  reciprocal  debts  of  two  nations  are 
equal,  there  is  no  occafion  for  bullion  to  difcharge  them.  But 
trading  nations  are  many  ; and  from  this  it  may  happen,  that  one 
who,  upon  the  whole,  is  creditor  to  the  world,  may  be  debtor:  to  a 
place  which  is  alfo  creditor  to  the  wnrld  j and  in  this  cafe  bullion 
is  neceffary  to  pay  the  debt. 

If  a man  owes  money  to  a perfon  who  has  many  creditors,  the 
perfon  owing,  may  buy  up  a claim  againft  him,  and  pay  what  he' 
owes  in  that  way : but  if  the  perfon  to  whom  he  owes  money  be 
indebted  to  no  body,  then  the  debt  muft  be  paid  with  ready  money. 
Juft  fo  of  nations.  For  inftance,  when  bullion  is  demanded  to  be 
exported  to  Holland,  the  Englifh  merchants,  who  are  creditors  on 
Spain  and  Portugal,  take  from  thence  their  returns  in  bullion,  for 
the  fake  of  paying  a balance  to  Holland,  which  is,  upon  the  whole, 
creditor  to  the  world. 

But  as  it  feldom  happens,  that  he  who  deals  with  Holland  is 
the  perfon  wffio  has  credit  in  Spain  or  Portugal,  he  is  obliged  to 
apply  to  Portugal  merchants  to  procure  bullion.  They  again  who 
trade  thither,  haying  profit  on  the  returns  of  the  commodities 
they  bring  from  thence,  will  expea  the  fame  profits  upon  the 
bills  they  give  to  the  man  who  wants  to  take  his  return  in  bullion. 
This  plainly  raifes  the  price  of  bullion  in  the  Engliffi  market;  be- 
caufe  it  is  brought  home  in  confequence  of  a demand  from  Eng- 
land. On  the  other  hand,  when  the  demands  of  England  for  Por- 
tuguefe  commodities  is  lefs  than  the  value  of  what  Portugal  owes 
her,  the  Portugal  merchants  in  London  are  obliged  to  take  the  ba- 
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lance  in  the  metals.  Thefe  come  to  the  London  market,  and  are 
offered  to  fale  to  thofe  who  want  them : then  the  price  of  bullion 
falls  ; becaufe  the  demand  comes  from  the  other  fide. 

To  go  through  all  the  operations  which  merchants  employ  to 
abbreviate  the  procefs  I have  been  defcribing,  would,  indeed,  bettor 
explain  the  pra(5tical  part  of  exchange,  than  what  I have  faid  ^ but  I 
write,  not  to  inftruff  merchants,  but  to  extrad;  from  their  compli- 
cated operations,  the  principles  upon  which  they  are  founded. 


CHAP.  IV.. 


How  the  Price  of  Pxchange^  in  a profperous  trading  Nation, 
may  be  prevented  from  operating  upon  the  whole  Mafs  of  reciprocal 
Payments,  in  place  of  affeBing  the  Balance  only. 


In  this  chapter,  we  fhall  inquire  more  particularly  than  we  have 
done,  in  what  that  hurt  confifts.  The  point  of  view  of  every  man, 
whether  he  be  a merchant  or  not,  is  firil  honeftly,  and  as  far  as  law 
and  fair  dealing  permit,  to  confult  his  own  private  interefl ; and 
in  the  fecond  place,  to  promote  that  interefi;  with  which  his  own  is 
rnoft  clofely  connected. 

According  to  this  rule,  every  merchant  will  endeavour  to  manage 
his  exchange  bufinefs  to  the  bell  advantage  to  himfelf.  If  the  ba- 
lance be  againft  his  country,  he  will  fell  his  bills  to  the  country 
creditor  as  dear  as  he  can;  that  is,  he  will  endeavour  to  raife  the 
price  of  exchange  as  high  as  he  can  againfi;  his  country,  whatever 
hurt  may  thereby  refult  to  the  general  trade  of  it ; and  in  fo  doing, 
he  only  does  what  duty  to  himfelf  requires  ; becaufe  it  is  by  mind- 
ing 
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ing  his  bufinefs  onlj,  that  he  caii  trade  upon  equal  terms  with  his 
neighbours,  every  one  of  A^diieh  avail  tliemfelves  of  the  like  fluc- 
tuations, when  they  happen  to  be  in  their  favour. 

From  this  I conclude,  that  fince  the  lofs  upon  high  exchange 
againft  a country,  afFe<5fs  principally  the  cumulative  intereft  of  the 
whole,  relative  to  other  trading  nations  5 it  is  the  bufinefs  of^  the 
flatefman,  not  of  the  merchants,  to  provide  a remedy  againft  it. 

The  whole  clafs  of  merchants,  no  doubt,  exchangeis  excepted, 
would  be  very  glad  to  find  the  courfe  of  exchange  conftantly  at  par. 


This  is  alfo  greatly  the  intereft  of  the  ftate  5 becaufe  it  is  from  the 
balance  in  its  favour,  not  from  the  profit  made  in  drawing  that  balance 
from  the  debtor,  that  the  ftate  is  a gainer.  This  miift  be  explaineo. 


I am  to  fliew  how  it  happens,  that  a nation  is  only  benefited  or 
hurt  by  the  net  balance  which  it  receives  from,  or  pays  to  her 
neighbours  : and  that  the  whole  expence  of  paying  or  receiving 
that  balance,  is  not  national,  but  particular  to  individuals  at  home  ; 
confequently,  it  would  be  the  intereft  of  all  ftates,  that  balances, 
both  favourable  and  unfavourable,  were  paid  by  the  nation  debtor, 


at  the  leaft  expence  poflible. 

The  great  difficulty  in  communicating  one’s  thoughts  upon  this 
fubject  with  diftinclnefs,  proceeds  from  the  ambiguity  of  the  terms 
neceflary  to  exprefs  them.  This  may  be  avoided  by  adopting  the 
technical  terms  of  merchants  ; but  thefe  are  ftill  more  difficult  to 
be  comprehended  by  any  one  not  converfant  in  commerce.  I fhall 
acquit  myfelf  of  this  difficult  talk  the  heft  way  I can. 

When  we  fpeak  of  a balance  between  two  nations,  we  fliail  call 
the  nation  who  owes  the  balance  the  nation-debtor ; the  other  to 
whom  it  is  owing,  the  nation-creditor. 

Balances  imply  reciprocal  debts  confequently,  reciprocal  debtors 
and  creditors.  To  avoid,  therefore,  confufion  in  this  particular,  we 
ffiail  ufe  four  expreffions,  viz.  the  debtors  to  the  nation-creditor ; 
the  debtors  to  the  nation-debtor  5 the  creditors  to  the  nation- 
creditor  j the  creditors  to  the  nation-debtor. 


Let 
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Let  me  fuppofe  that  Paris  owes  a balance  to  London,  no  matter 
for  what  fum.  The  reciprocal  debts  between  Paris  and  London  are 
all  alFedied  by  the  confequence  of  this  balance : that  is  to  fay,  fome 
pay  or  receive  more  than  the  real  par  5 fome  pay  or  receive  lefs. 
To  difcover  where  the  profit  centers,  we  are  now  to  inquire  who 
are  thofe  who  receive  more,  who  are  thofe  who  receive  lefs.  And 
as  profit  and  lofs  are  here  only  relative,  that  is  to  fay,  the  profit  of 
the  one  is  compenfated  by  the  lofs  of  the  other ; we  muft  fee  whe- 
ther or  not,  upon  the  whole,  the  price  of  the  exchange  in  this  cafe 
be  favourable  to  London,  to  which,  by  the  fuppofition,  the  balance 
is  due,  and  unfavourable  to  Paris,  which  is  the  debtor. 

The  queftion  thus  Hated,  let  us  examine  the  operations  of  ex- 
change at  London  and  Paris>  and  the  ftate  of  demand  in  both,  for 
money  or  bills. 

In  the  London  market,  the  demand  will  be  for  money  in  London 
for  bills  on  Paris  ; and  he  who  demands,  muft  pay  the  exchange ; 
eonfequently,  the  London  merchants,  creditors  to  the  nation-debtor^ 
will  pay  the  exchange  ; that  is  to  fay,  they  will  fell  their  bills  on 
Paris  below  par  ; and  the  London  merchants,  debtors  to  the  nation- 
debtor,  will  buy  them,  and  gain  the  exchange ; that  is,  they  wfill 
buy  bills  upon  Paris  below  par. 

Now  as  this  negotiation  is  carried  on  at  London,  I mull  fuppofe 
it  to  take  place  amongft  Englifhmen;  one  part  of  whom  will  gain 
exactly  what  the  other  lofes  ; eonfequently  England,  in  this  refpect, 
neither  gains  or  lofes  by  the  exchange  paid  in  London, - 

Let  us  next  examine  the  interefi:  of  the  merchants,  and  the  inte-- 
refl;  of  the  nation’s  trade. 

The  creditors  to  the  nation-debtor,  who  have  lofl  by  the  exchange, 
are  thofe  who  have  exported  Englifli  commodities  to  France.  Upon: 
this  profitable  branch  of  commerce  the  exchange  occafions  a lofs,, 
the  confequence  of  which  is,  to  difeourage  exportation. 

The  debtors  to  the  nation-debtor,  who  have  gained  by  the  ex- 
change, are  thofe  who  have  imported  French  commodities  to  Eng- 
land. Upon  this  hurtful  branch  of  commerce,  the  exchange  occa- 
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Eons  a profit ; the  coniequeiice  of  which  is,  to  encourage  impor- 
tation. 

This  is  not  all.  The  merchants  exporters,  who  have  loft,  can- 
not draw  back  their  lofs  upon  the  return  of  their  tiade;  becaufe 
the  return  of  their  trade  is  the  money  due  by  France,  the  balance 
included.  Whereas  the  merchants  importers  may  draw  back  their 
lofs  upon  the  return  of  their  trade  ; becaufe  that  return  is  merchan- 
dize, which  they  can  fell  fo  much  the  dearer  to  their  own  country- 
men. 

If  the  balance  be  in  favour  of  London,  importers  gain,  as  we 
have  feen  ; when  it  is  otherwife,  and  when  they  are  obliged  to  pay 
the  exchange,  they  indemnify  themfelves,  by  the  fale  -of  their 
goods  fo  much  the  dearer.  High  exchange,  therefore,  may  hurt 
exporters,  but  never  can  hurt  importers. 

Let  us  next  examine  the  operation  of  exchange  at  Paris. 

In  the  Paris  market,  the  demand  will  be  for  bills  upon  London 
for  money  in  Paris  ; and  he  who  demands  muft  pay  the  exchange. 
The  debtors,  therefore,  to  the  nation-creditor,  rnufl;  pay  the  ex- 
change, and  the  creditors  to  the  nation-creditor  will  receive  it ; and 
as  both  are  Frenchmen,  the  profit  and  lofs  to  Paris  exadly  balance 
one  another. 

But  the  debtors  to  the  nation-creditor  are  here  the  importers  of 
Englifli  goods ; confequently,  this  trade,  hurtful  to  France,  would 
be  hurtful  to  the  importer,  could  he  not  indemnify  himfelf  by  fell- 
ing them  fo  much  the  dearer  to  his  countrymen. 

The  creditors,  again,  to  the  nation-creditor,  who  gain  the  ex- 
change, are  the  exporters  of  French  goods  to  England  ; fo  that  here 
tiie  exportation  meets  witn  an  encouragement  from  a balance  againft 
the  country. 

From  the  advantage  founu  upon  exchange  in  favour  of  exporters, 
and  the  lofs  upon  it  to  the  prejudice  of  importers,  in  the  cafe  of  a 
wrong  balance,  it  has  been  believed,  that  a wrong  balance  pro- 
duccw  upon  impoi.tations  and  exportations  are  effects  equal  ami 
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contrary,  which  deHroy  one  another,  and  thereby  bring  the  ba- 
lance even. 

In  anfwer  to  this,  I have  nvo  fliort  arguments  to  offer. 

The  find  is,  that  were  the  argument  concluiive,  it  would  hold 
good  in  reverfing  the  propofition  ; to  wit,  that  the  confequence  of 
a favourable  balance  would  be  to  deftroy  the  difference  alfo,  and 
bring  the  balance  even.  This  I never  heard  alleged. 

My  fecond  argument  is  the  ftrongefl:  that  the  enhancing  of  the 
prices  of  importations  will  not  fo  effe<5lually  difeourage  the  fale  of 
them  at  home,  as  the  enhancing  the  prices  of  exportations  will  dif- 
eourage the  fale  of  them  abroad  5 for  the  reafons  I fhall  give  pre- 
fently.  But  in  the  mean  time. 

If  the  compenfation  be  confidered  only  in  relation  to  the  mer- 
chants importers  and  exporters,  there,  indeed,  I agree,  that  their 
profit  and  lofs  upon  the  exchange  is  moft  exafbly  balanced  j becaiife 
what  the  one  party  gains  the  other  iofes  ; and  the  country  loies  the 
balance  only,  as  has  been  faid. 

The  reciprocal  debts  thus  tranfaded  by  bills  of  exchange,  we 
fee  that  no  profit  can  be  made,  nor  lofs  incurred,  either  to  London, 
or  Paris,  by  that  operation. 

The  profit  to  Frenchmen  is  compenfated  by  the  lofs  to  French- 
men ; the  fame  may  be  faid  of  the  Englifii  merchants : but  the 
balance  due  after  thofe  operations  are  over,  and  the  more  remote 
confequences  of  high  exchange,  affefl  the  relative  interefl  of  the 
two  nations. 

This  balance  is  generally  fent  by  the  country-debtor,  either  to 
the  country-creditor,  or  to  their  order  in  a third  countrv,  to  which 
they  are  indebted. 

The  tranfportation  and  infurance  of  this  balance  is  an  expence  to 
thofe  who  owe  it,  and  the  profit,  if  any  there  be  on  that  operation, 
naturally  falls  to  exchangers  of  the  fame  nation,  who  conducf  it. 
So  whether  exchange  be  paid  upon  bills  drawn,  or  expence  be  in- 
curred in  the  tranfportation  of  balances,  no  profit  can  accrue  upon 
that  to  the  nation-creditor,  to  the  detriment  of  the  debtor:  it  muft, 

\ OL.  II.  therefore. 
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therefore,  do  hurt  to  both,  relatively  to  ii^-tions  where,  upon  the 
average  of  trade,  exchange  is  lower. 

I come  now  to  the  metlaod  of  tranfporting  balances  in  the 

metals. 


We  have  feen  how  the  creditors  of  the  nation-debtor  pay  exchange 
upon  the  fale  of  their  bills  on  Paris,  which  owes  the  balance.  If 
by  the  operations  of  exchangers,  this  exchange  Ihould  rife,  to  their' 
detriment,  higher  than  the  expence,  trouble,  and  infurance,  of 
bringing  the  balance  from  Paris,  then  they  will  appoint  fome  faftor 
at  Paris,  to  whofe  order  they  will  draw  bills  upon  their  debtors  in 
that  city ; and  as  what  the  Paris-debtors  owe.  to  London  is  Rated  in 
pounds  fterling,  the  London-creditors  will  value  the  pound  fterling,. 
according  to  the  rate  of  exchange,  in  their  favom-;  and  in  their 
bills  upon  their  Paris-debtor,  they  will  convert  the  fum  into  livres, 
including  the  exchange. 

By  this  operation,  we  fee  how  the  tranfportation  of  the  balance 
may  become  the  bulinefs  of  the  creditors  to  the  nation-debtor:  which 
is  a combination  we  have  not  as  yet  attended  to : a few  words  will 
explain  it. 

When  the  creditors  of  the  nation-debtor  fell  their  bills,  they  mud 
pay  the  exchange,  as  has  been  faid.  When  they  draw  bills  to  the 
order  of  a friend  in  the  place  where  the  balance  is  owing,  they 
fuperadd  the  exchange.  This  their  debtors  pay : but  then  they 
themielves  mull  oe  at  the  trolible  and  expence  of  bringing  home 
the  money. 


it  iS  fiOxU  this  alternative  winch  both  parties  have  of  either  fend- 
mg  what  iLey  owe  to  their  creditors  in  bullion,  or  of  allowing  them 
to  draw  for  it  at  the  additional  expence-  of  paying  the  exchange, 
chat  a CiiCck  upon  the  extravagant  profit  of  exchangers  arifes : and 
irom  tliib  combination  ariies.  all  the  delicate  operations  of  drawing- 
and  remitting. 


Into  tneie  we  fhall  not  inquire : tlie  principle  on  wliich  they  de- 

pend  appears  fufficiently  plain,  and  tliis  is  tbe  pri.ncipal  objed  of 
our  attentiom 


I proceed 


O' 


cif  ?.  rv,  OF  p ox  r t i cax‘  ore  o n o m y. 


'y 


T proceed  now  to  coiiiider  how  far  thofe  reciprocal  profits  and 
feen  merchants  in  the  fame  country,  affect  the  trade  of 


it  in  general. 


When  the  balance  is  favourable,  we  have  faid  that  the  exporters 
Idfe  the  exchange,  and  the  importers  gain  it  5 and  both  being  citi- 
zens, the  country  would  not  be  concerned  in  their  relative  interefts, 
\rere  it  not  that  thefe  interefts  are  connected  with  that  of  the  coun- 


try i which  reaps  great  benefit  from  the  trade  of  thofe  who  deal  in 
exportations,  and  Idfs  from  the  other. 


If,  therefore,  exchange  is  found  to  hurt  exportation,  when  the 


balance  is  favourable,  in  this  refpect  the  country  has  an  intereft  in 
bringing  it  as  low  as  poflible.  But  as  it  may  be  faid  that  fmee  the 
return  bf  an  unfavourable  balance  hurts  in  its  turn  the  interefts  of 
importation,  and  favours  the  other,  exchange  thereby  operates  a 
national  compenfation ; it  will  not  be  improper,  in  this  place,  to 
throw  out  one  reflection  more,  in  order  to  deftroy  the  ftrength  of 


that  argument. 

Were  this  propofition  admitted,  as  I am  afraid  it  cannot,  from 
what  we  have  already  faid,  it  affords  no  argument  againft  doing 
what  can  be  done,  to  render  exchange  as  little  hurtful  as  poflible 
to  exportation,  during  the  favourable  balance.  But  as  to  the  que- 
ftion  itfelf,  of  national  compenfation,  I cannot  allow  that  even 
exporters  and  importers  are  thereby  brought  on  a level  in  point  of 
trade;  for  this  reafon,  that  the  exchange  affeding  the  exporters,  in 
proportion  as  it  augments,  difeourages  manufaffurers,  who  muft 
have  regular,  and  even  growing  profits,  according  to  the  increafe  of 
demand.  Thefe  the  merchant  exporter  cannot  afford ; becaiife  he 
cannot  draw  back  from  his  foreign  correfpondents,  any  advanc# 
upon  manufactures  at  home,  arifing  from  domeftic  circumftances. 


But  v/hen  the  merchant  importer  is  affected  by  the  exchange  againft 
him;  this  additional  expence  he  can  draw  back ; becaufe  he  fells  to 
thofe  who  are  affected  by  all  domeftic  circumftances. 

Let  us  therefore  determine,  that  it  is  the  intereft  of  a ftate  to  dif- 
regard  that  compenfation  which  is  given  to  exportation  by  a "wrong 


X X 2 


balance, 
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balance,  which  does  fo  much  harm ; and  to  avoid  the  difcourage- 
ment  given  to  it  by  a right  balance,  which  does  fo  much  good. 
The  only  way  to  compafs  thofe  ends,  is  to  keep  exchange  as  near 

to  par  as  poffible. 

Could  reciprocal  debts  be  always  exchanged  at  par,  and  conlo. 
the  expence  of  bringing  home,  and  fending  a balance  abroad,  be 
defrayed  by  the  ftate,  I think  it  would  prove  a great  advantage  to 
the  trade  of  a nation.  I do  not  pretend  to  fay  that,  as  matters  Hand, 
the  thing  is  pracTiicable  ; but  as  it  is  a queftion  which  relates  to  my 
fubject,  and  feeras  both  curious  and  interefting,  I fhall  here  exa- 
mine it. 

At  firft  fight,  this  idea  will  appear  chimerical ; and  fome  readers 
may  defpife  it  too  much,  to  be  at  the  trouble  to  read  what  may  be 
faid  for  it.  I ihall  therefore  fet  out  by  informing  them  that  the 
fcheme  has  been  tried,  in  a great  kingdom  in  Europe,  under  a great 
minifter:  I fay  it  was  attempted  in  France,  in  the  year  1726,  under 
the  adminillration  of  Cardinal  Fleuri,  and  produced  its  eiFecl; 
although  it  was  foon  given  up,  from  a circumftance  which,  I think, 
never  can  occur  in  Great  Britain. 

After  the  laft  general  coinage  in  France,  1 726,  exchange  became 
fo  unfavourable  to  that  kingdom,  that  there  was  a general  outcry. 
Tire  Cardinal,  to  put  a ftop  to  the  clamour,  and  fet  trade  to  rights, 
as  he  thought,  ordered  Samuel  Bernard,  at  that  time  a man  of 
great  credit,  to  give  bills  on  Holland  at  par,  to  all  the  merchants. 
To  enable  him  to  place  funds  in  Amfterdam,  for  the  payment  of 
liis  bills,  the  Cardinal  fupplied  this  exchanger  with  fufiicient  quan- 
tities of  the  old  coin,  then  cried  down,  and  paid  for  the  exportation 
of  it  to  Holland, 

Upon  this  exchange  on  Holland  came  to  par ; and  all  exchangers 
at  Paris  looked  on  the  operation  with  amazement.  Tiie  minifter, 
however,  in  a fliort  time  difcovered,  that  by  this  he  was  undoing 
With  one  hand,  what  he  wanted  to  eftablifti  with  the  other.  He 
uiererore  itopped  m liis  career,  aiter  having  paid,  perhaps,  ten 
times  the  balance  due  to  Holland. 
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By  unfolding  the  combination  of  this  operation,  I fhall  be  better 
able  to  call  light  on  the  queftion  before  us,  than  in  any  other  way. 

When  the  general  coinage  was  made  in  France,  by  the  arret  of 
the  month  of  January  1726,  all  the  old  coin  was  cried  down,  and 
ordered  to  be  recoined.  The  mint  price  of  fine  gold  per  marc  was 
fixed  at  53^  livres  14  fols  6 deniers  ; and  the  filver  at  37  livres  i fol 
p deniers.  Thefe  were  the  prices  at  which  the  mint  paid  for  bullion, 
when  offered  to  be  coined.  But  the  King,  as  if  he  had  a right  upon 
the  metal  in  the  old  coin,  commanded  it  to  be  delivered  at  the  mint 
at  no  higher  rate;  than  492  livres  for  the  marc  of  fine  gold,  and  at 
34  livres  for  the  marc  of  fine  filver : and  to  compel  the  poffeflbrs  of 
it  to  bring  it  in,  all  exportation  and  melting  down  was  made  - 
highly  penal ; the  avenues  from  France  were  befet  with  guards  to 
prevent  the  going  out ; and  the  melting  pots  were  ftridtly  watched. 
Upon  this,  the  pofTefTors  of  the  old  coin,  rather  than  fell  it  to  the 
mint  at  fo  great  an  undervalue,  had  recourfe  to  exchangers  for  bills 
upon  Holland  for  it : and  thefe  being  obliged  to  fend  it  thither  at  a 
great  expence  and  rifk,  exacted  a very  high  exchange,  which,  con- 
fequently,  affected  the  whole  trade  of  France. 

Politicians  perfuaded  the  Cardinal,  tnat  exchange  had  got  up  fo 
high,  not  from  the  difcredit  cafl  on  the  old  coin,  but  becaufe  of 
tne  wrong  balance,  and  the  alteration  which  had  been  made  at  that 
time  upon  the  denomination  of  the  new : and  that  fo  foon  as  the 
balance  againd  France  was  paid,  exchange  would  return  to  par. 
Upon  this  the  Cardinal  fet  Bernard  to  work,  but  he  foon  difcovered 
nis  miitake  ; and  by  arret  or  tiie  i yth  of  June  the  fame  year,  raifed 
tiie  miiii.  puce  of  tne  old  com,  and  then  exchange  became  favourable. 

Thefe  are  all  fads  mentioned  by  Dutot,  and  yet  he  never  will 
afcribe  the  jrife  of  exchange  in  France  to  any  other  caufe  than  to 
th-v,  Lampering  with  the  denominations  of  their  coin : an  oneration 
which  may  rob  one  fet  of  people  in  favour  of  another ; but  which 
has  very  little  effech  upon  exchange,  when  other  circumftances  do 
not  concur,  as  in  the  cafe  before  us. 


Now 
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Now  bad  the.high  exclmngo  againft:  Ei^ice  been 
balance.upon  her.  tmde,  lab  not  evidont  dta.  the  C^^mal-s^c^era. 

tion  would-  hat^e  fucceeded,  that  all  demands  for  bills-at  Samuel 
Bernard’s  office  v^^uld  llave  been- confined  to  tHe  exa<5t-.extfent  or  that 
balance;  that  the  reciprocal  debts  xwuld  have  been  negotiated  be- 
nveen  the  merchants  at- par;  and,  confeqnentl)^,-  that  all  expence 
upon  exchange -woulddiave  been  faved  to  individuals,-  at  tlie-fmair 
charge  togovernment-of  tranfporting  the  balance  paid  for- the  bills  * 
bv  the  merchants  at  Paris-i 

Were  profperous  trading  itatesy  therefore,  condudled-by  ftatef* 
men?  intelligent^  capable, ^ and  uninfluenced  bir  motives  of  private 
intereft,  they  would  norake  it  a rule  to  be  at  the  expence^of  fendirtg  off," 
and  bringing-home-all  balances;  without  the  charge  of  exchange  to 
traders : but  the  cenfequenee  of  either ‘neglecl,  or  incapacity  in  the 
man  at  the  helm,  would  then  become  fo  fatal  that  irmight  be  dan- 
gerous to  attempt,-  at  once,  fo  great  a change  in  the  prefent  method 

paying  balances : but-  I never  make  allowances  - for  the  defers 
of  a ftatefman,  while  I am  deducing  the  principles  which  ought  to 
direft  his  conduct. 

I fhall  next  flightly  point  out  the  bad  confequences  which,  up6n 
an  unfavourable  fate  of  commerce,  miglitrefuit  from  fuch  a plan ; and 
without  recommending  any  thing  to  pratflice,  leave  the  reader  to 
judge  of  the  expediency. 

We  fee,  that  by  a ftatefman’s  giving  bills  at  par,  on  all  occafons, 
and  being  himfelf  at  the  expence  of  transportation  and  infurance, 
in  bringing  home  and  fending  off  all  balances,  exchange  would  of 
itfelf  come  to  par. 

The  firft  coiifequence  of  this  would  be,  the  total  annihilation  of 
the  exchange  bufinefs  ; and  if,  after  that,  any  interruption  fliould 
happen  by  neglect  in  the  ftatefman,  trade  might  fuffer  confiderably. 

Another  confequence  is,  that  the  moft  deftruftive  trade  would  go 
forward  without  a check,  as  long  as  meixhants  could  pay  the  par 
of  the  bills  they  demanded  upon  foreign- parts*,  and  this  they  would 
conftantly  be  enabled  to  do,  while  there  was  either  coin  or  paper 

in 
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in  circulation,  as  has  been  explained  in  treating  of  banks  of  circu- 
lation upon  mortgage. 

The  confequence  of  this  would  be,  to  oblige  the  ftate  to  pledge 
the  revenue  of  the  country  to  ftrangers,  in  proportion  to  the  balance 
owing,  over  and  above  the  extent  of  the  metals  to  difchafge  it. 

Now  the  queftion  is,  and  this  I ftiall  leave  to  the  fagacity  of  mj 
reader  to  determine,  whether,  as  matters  ftand,  there  be  any  check 
^ proceeding  from  high  exchange  which  can  prevent  the  bad  confe- 
quences  here  fet  forth.  I fufpedl  there  is  not.  We  fee  the  molt 
enormous  fums  lent  by  nations  to  nations ; raihng  the  exchange 
againll  the  lenders  5 turning  it  in  favour  of  the  borrowers,  but 
hever  preventing  the  loan  from  going  forward.  Does  not  Great 
Britain,  as  well  as  France,  owe  amazing  fums  to  other  nations,  at 
the  expence  of  paying  the  intereft  oiit  of  their  revenue?  And  have 
not  all  thofe  fums  been  tranfafted  by  exchangers,  who  have  made 
great  fortunes  by  it  Are  not  the  mod  unfavourable  balances  paid 
in  the  ordinary  method  ? Are  there  not,  therefore,  already,  inftru- 
ments  in  the  hands  of  all  nations,  fufficient  for  their  undoing? 
How  could  their  ruin  be  accelerated  by  this  alteration  in  the  mode 
of  performing  the  fame  thing  ? 

Blit  let  it  be  obferved,  that  our'  bufihefs,  in  this  chapter,  is  to 
fearch  for  method^  to  advance  the  profperity  of  floiirilhing  nations, 
who  have  a balance  owing  to  them  ; and  here  we  have  been  fetting 
forth  the  bad  confequences  v/Kich  refuit  frorh  tUefe\  to  others  who 


are  in  decay.  Every  argument,  thetefore,  diuwn  againft  this 
icheme,  in  ravour  or  tneidie  or  prodigal,  is  an  argument  in  favour 
of  it.  With  refpedl  to  the  induftrious  and  frugal.  As  all  nations  are 
liable  to-  ahernate' viciiiitudes  of  pihlperity  and  adveflity,  the  prin- 
ciples-here  laid- down  require  to  be  cartfuliy  combined  with  do- 
medic  circumflances,  before  they  be  applied  to  praftice. 

It  was  wkha  viewto  this  diilincdion,  that,  in  the  title  of  this 
chapter,  I pointed  out  the  queftion  there  propofed,  as  relative  to  the’ 
Hate  of  it  m 2.f  rofferoiis  trading  nation  i and  I am  not  quite  clear  hov/ 
fai  it  inigiit  not  he  advantageous  in  every  cafe  : but  this  queftion  I 

dial] 
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fhallnat  here  enlarge  upon.  What  has  been  fakl,  will,  I hope,  be 
fufneient  to  point  out  the  principles  upon  which  tne  decifion  de- 
pends ; and  if  any  ftatefman  inclines  to  try  the  confequences  of 
it  by  an  experiment  now  and  then,  nothing  is  fo  eafy  as  to  do  it, 
without  any  detriment.  This  is  proved  from  the  operation  per- 
formed by  the  French  cardinal,  on  tne  occalion  of  a very  unfavour-- 
able  and  high  exchange. 


CHAP.  V. 

HoWy  when  other  expedients  prove  ineffeSiual  for  difeharging  of 
Balances^  the  fame  may  be  paid  by  the  Means  of  Credit^  wit  horn 
the  Intervention  of  Coin  or  Bullion ; and  who  are  thofe  who  ought 

to  conduSl  that  Operatio?i, 

WE  have  now  applied  the  principles  formerly  laid  down,  to- 
wards difeovering  the  mofl;  proper  expedients  for  removing 
or  palliating  the  three  inconveniences  to  be  ftruggled  with  in  regu- 
lating exchange-property,  i.  How  to  eftimate  the  value  of  a ba- 
lance due : 2.  How  to  pay  it  with  the  coin  or  bullion  of  the  coun- 
try : and  lailly,  How  to  prevent  the  price  of  exchange  from  affecfl- 
ing  any  thing  more  than  the  balance  to  be  paid,  after  all  reciprocal 
debts  have  been  compenfated. 

It  remains  to  inquire,  what  are  the  moft  proper  methods  to  acquit 
what  a nation  may  owe,  after  it  ha.s  done  all  it  can  to  pay  the  va- 
lue of  their  balance  in  the  other  way. 

At  firft  light.  It  mull  appear  evident  that  the  only  method  here  is 
tO  give  fecurity,  and  pay  interefl  for  what  cannot  be  paid  in  any 
Ocher  value.  This  is  conftantiy  done  by  every  nation ; but  as  the 
ordinary  methods  are  very  perplexed,  and  are  attended  v/ith  ex- 
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pences  which  raife  exchange  to  a great  height,  and  thereby  prove 
a prodigious  difcouragement  to  trade  in  general : it  would  be  no 
fmall  advantage,  could  all  this  lofs  on  exchange  be  equally  throvcn 
upon  every  clafs  within  the  Hate,  inftead  of  being  throw^n  entirely 
upon  its  commerce. 

As  this  is  the  expedient  to  be  propofed,  it  will  not  be  amifs  to 
obferve,  that  foreign  balances  arife  chiefly  upon  four  articles. 

1.  The  great  importation  and  confumption  of  foreign  productions. 

2.  The  payment  of  debts  and  intereft  due  to  foreigners.  3.  The 
lending  money  to  other  nations.  And  4.  the  great  expence  of  the 
flate,  or  of  individuals,  abroad. 

Could  all  the  bad  confequences  arifiiig  from  thefe  four  caufes, 
and  the  high  exchange  occafioned  by  them,  be  caft  upon  that  inte- 
refl;  alone  which  occafions  them,  I would  not  propofe  to  lay  the 
whole  body  of  the  nation  under  contribution  for  repairing  the  lofs. 

But  if  from  the  nature  of  the  thing,  as  m.atters  ftand,  the  whole 
be  found  to  fall  upon  trade,  without  a poflibility  of  preventing  it, 
in  this  cafe,  I think,  it  is  better  for  the  nation,  in  awiulo,  to  lend  its 
afliftance,  and  fhare  the  burdens,  than  to  allow  it  to  fail  upon  that 
part  -of  the  body  politic  from  which  the  whole  draws  its  vigour 
and  profperity. 

It  cannot  be  denied,  that  when  a heavy  balance  is  due  by  a na- 
tion, it  has  the  effect  of  railing  exchange  upon  every  draught  or 
remittance.  When  bills  are  demanded  to  pay  a foreign  claim,  it 
cannot  be  determined  from  what  caufe  the  claim  has  arifeii.  Whe- 
ther for  national  purpofes  or  not,  the  exchange  is  the  fame,  and 
equally  affefrs  the  whole  intereft  of  trade. 

If  this  be  a fair  ftate  of  the  cafe,  I think  we  may  determine,  that 
fuch  balances  are  to  be  paid  by  the  affiftance  and  intervention  of  a 
ftatefman’s  adminiftration. 

The  objefr  is  not  fo  great  as  at  firft  fight  it  may  appear.  We  do 
not  propofe  that  the  value  of  this  balance  fhould  be  advanced  bv  the 
ftate : by  no  means.  They  who  owe  the  balance  miift,  as  at  pre- 
fent,  find  a value  for  the  bills  they  demand.  Neither  would  I pro- 
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pofe  fuch  a plan  for  any  nation  who  had,  npon  the  average  of  their 
trade,  a balance  againft  them;  but  if,  on  the  whole,  the  balance 
be  favourable,  I would  not,  Tor  the  fake  of  faving  a little  trouble 
and  expence,  fuffer  the  alternate  vibrations  of  exchange  to  difturb 
the  unifoimity  of  profits  which  tends  fo  much  to  encourage  every 


.branch  of  commerce. 

We  have  abundantly  explained  the  fatal  elFeas  of  a wrong  ba- 
lance to  banks  which  circulate  paper ; and  we  havefhewn  how  ne- 
celFary  it  is  that  they  fliould  perform  wdiat  we  here  recommend. 
There  is  therefore  nothing  new  in  this  propofal  : it  is  only 
carrying  the  confecjuences  of  the  fame  piineiple  one  flep  farther^ 
by  pointing  out,  as  abranchof  policy,  how  government  Ihould  be 
aflifting  to  trade  in  the  payment  of  balances,  where  credit  abroad 
is  required  5 and  this  aiTiflance  fliould  be  given  out  of  the  public 


money. 

The  greatefl,  and  indeed,  I think,  the  only  objeaion  to  this 
fcheme,  is,  that  by  it  the  condition  of  our  foreign  creditors  will  be 
bettered,  for  no  value  received  from  them.  This  I allow  will  be  the 
cafe  when  the  balance  is. againft  England-:  but  it  will  be  compen- 
fated  to  the  creditors  by  the  lofs  they  will  fuftain  when  the  balance 
is  in  her  favour.  But  fuppofing  there  fhould  be  a benefit  to  foreign 
creditors,  will  not  this  circumftance  raife  the  confidence  of  all  the 
world  in  the  Englifti  funds  ? If  there  was  a propofal  made  for 
lowering  the  rate  of  money,  by  refunding  the  debts  which  bear  a 
higher  intereft  than  what  money  can  be  procured  for,  were  the 
continent  to  pour  her  wealth  into  our  fubfcription,  might  we  not 
then  more  readily  expect  a fupply  from  that  quarter  ? Befides,  is 
not  all  the  intereft  due  to  foreign  creditors  paid  in  bank  paper  ? Is 
not  this  dernandable  in  coin,  and  will  not  this  coin  be  exported,  if 
credit  be  not  found  ? Were  the  bank  of  England  to  keep  a fubfcrip- 
tion  open,  at  all  times,  in  Amfterdam,  for  money  to  be  bor- 
rowed there,  on  the  payment  of  the  intereft  in  that  city,  who 
doubts  but  loans  might  be  procured  at  much  lefs  expence  than  at 
prefent,  when  we  beat  about  for  credit  every  where,  until  by  the 
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return  of  a favourable  balance  upon  the  trade  of  England,  flie  fhall 
be  enabled  to  fill  up  the  void. 

I feel  my  own  infufficiency  to  unfold  the  many  combinations 
which  fuch  an  operation  muft  imply.  I therefore  fball  not  attempt 
what,  at  any  rate,  I muft  leave  imperfedl.  What  has  been  faid, 
combined  with  what  has  been  thrown  out  on  the  fame  fubjedt,  in 
treating  of  other  matters,  is  fufiicient  to  give  a hint,  as  to  the  expe- 
diency of  the  plan  in  geneml.  And  as- to  the  objedtion  which  arifes 
from  the  payments  to  the  public  creditors  abroad,  I fhall  refervc 
the  more  ample  difcuffion  of  it  till  I come  to  confider  the  dodfrine 
of  public  credit. 


End  of  the  Third  Part,. 
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Of  the  various  Confequences  of  Public  Debts, 

HE  principles  whicli  influence  the  dodlrine  of  public  credit 


•A  are  fo  few,  and  fo  plain,  that  it  is  furprifing  to  fee  how  cir- 
cumftances  could  poflibly  involve  them  in  the  obfcurity  into  which 
we  find  them  plunged  on  many  occafions. 

For  the  better  clearing  the  way  towards  the  main  objeft,  I fliall 
fiiew,  from  experience^  and  from  the  progrefs  of  public  credit  in 
fome  nations,  that  the  true  principles  have  been  overlooked,  and 
confounded  fo  with  extraneous  objects,  as  to  be  entirely  loft. 

The  true  method  of  decyphering,  as  it  were,  the  complicated 
operations  of  ftatefmen  with  refpect  to  this  branch,  is  to  bring 
back  to  their  native  fimplicity  fuch  plans  of  adminiftration,  as, 
fiom  the  infinite  perplexity  of  them,  make  people  believe,  that 
the  principles  which  influence  this  diftricft  of  fcience  lie  fo  in- 
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volved,  as  to  require  a peculiar  force  of  genius  even  to  coniore- 
hend  them. 

By  proceeding  in  this  plain  track,  and  by  keeping  the  principles 
conftantly  in  view,  the  moft  perplexed  fyftems  of  borrowing,  fund- 
ing, ftock-jobbing,  coining  and  re-coining  of  money-,  changing  the 
weight,  finenefs,  and  denominations  of  fpecie,  circulating  paper 
in  conjunction  with  it,  impofnig  upon  mankind  with  bubbles  and 
bankruptcies,  and  calling  them  operations  of  public  credit,  may 
be  rendred  intelligible  to  the  moft  flender  capacity. 

Many  of  thefe  topics  have  been  already  explained,  and  difmifted. 
This  will  enable  us  to  contract  the  plan  of  wliat  remains  in  pro- 
portion to  the  objedts  it  is  to  comprehend. 

Public  credit  we  have  defined  to  be,  the  confidence  repofed  in  a 
ftate,  or  body  politic,  borrowing  money,  on  condition  that  the 
capital  lhall  not  be  demandable,  but  that  a certain  proportional 
part  of  the  fum  fiiall  be  annually  paid,  either  in  lieu  of  intereft, 
or  in  extinction  of  part  of  the  capital  j for  the  fecurity  of  which  pay- 
ment, a permanent  annual  fund  is  appropriated,  wnth  a liberty, 
however,  to  the  ftate  to  fet  itfelf  free,  by  repaying  the  whole, 
when  nothing  to  the  contrary  is  ftipulatedi 
In  this  definition  I have  put  in  an  alternative,  of  paying  a per- 
petual intereft  for  the  money  borrowed,  or  of  paying  annually  a 
fum  exceeding  the  intereft  ; which  excefs  is  intended  to  extinguifli 
the  capital  in  a certain  number  of  years.  In  both  cafes,  the  an- 
nual payment  is  called  an  annuity.  When  it  is  exactly  equal  to  the 
intereft  agreed  on,  it  is  called  perpetual ; and  determinate,  when 
granted  either  for  life,  or  for  a certain  number  of  years. 

The  folidity  of  this  fecurity  is  eliential  to  the  borrowing  upon 
the  cheapeft  terms : let  me  fiippofe  it  to  be  as  folid  as  land-pro- 
perty, and  as  permanent  as  government  itfelf;  what  will  the  con- 
fequence  be  ? 

If  we  fuppofe  government  to  go  on  in  increafing,  every  year,  the 
fum  of  their  debts  upon  perpetual  annuities,  and  appropriating, 
in  proportion,  every  branch  of  revenue  for  the  payment  of  them  ; 
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the  confeqtience  will  be,  in  the  firft  place,  to  tranfport,  in  favour 
of  the  creditors,  the  whole  income  of  the  Rate,  of  winch  govern- 
ment will  retain  the  adrainiftration.  The  farther  confequences  of 
this  revolution  will  furnifli  matter  for  a chapter  by  itielh 

If  the  borrowings  of  a ftate  be  only  in  proportion  to  che  extinc- 
tion of  the  old  capitals,  or  of  what  I have  called  determinate  an- 
nuities, then  the  debts  will  not  increafe. 

Vv%en  a ftatefman,  therefore,  eftablifhes  a fyftem  of  public  cre- 
dit, the  firft  objea  which  flaould  fix  his  attention  is  to  calculate 
how  far  the  conftitution  of  the  ftate,  and  its  internal  circumftances, 
render  it  expedient  to  throw  the  revenue  of  it  into  the  hands  of  a 
money ’d  intereft.  I fay,  this  is  the  moft  important  objecT;  of  his 
deliberation ; becaufe  the  folidity  of  his  credit  depends  upon  it. 

If,  all  the  interefts  of  the  ftate  duly  confidered,  that  of  tiade 
be  found  to  predominate,  lefs  inconvenience  will  be  found  in  al- 
lowing the  money’d  intereft  to  fwell : but  in  monarchies,  where 
the  landed  intereft  is  the  moft  powerful,  it  would  be  dangerous  to 
erect  fo  formidable  a rival  to  it.  In  political  bodies  every  feparate 
intereft  will  confult  its  own ; and  in  the  conteft  between  thofe  who 
pay,  and  thofe  who  receive  the  taxes,  under  the  denomination  of 
creditors,  the  fecurity  of  public  credit  becomes  precarious. 

From  this  we  may  conclude,  imo.  That  in  governments  where 
the  fwelling  of  a money’d  intereft  is  found  to  threaten  the  tran- 
quillity of  the  ftate,  care  ftiould  be  taken  either  to  eftablifti  a fink- 
ing fund,  for  paying  off,  in  times  of  peace,  what  may  have  been 
borrowed  in  times  of  war,  or  the  plan  of  borrowing  upon  deter- 
minate annuities  muft  be  eftablifhed. 

o-do.  If  natural  caufes  be  left  to  work  their  own  effeiffs,  without 
a fyftematical  plan  of  borrowing,  the  confequence  will  be  a bank- 
ruptcy, and  a total  failure  of  public  credit,  at  leaft  for  fome  time. 

3h(?,  If  a ftate  fliould  find  the  mafs  of  their  debts  to  amount  to 
fo  great  a fum  as  to  be  infuppor table,  they  might  have  recourfe 
to  a total,  or  partial  abolition  of  them  by  an  a(ft  of  power. 

If 
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^to,  If  they  allow  their  debts  to  fwell  without  limitation,  and  ad- 
here to  the  faith  of  their  engagements,  the  whole  property  of  the 
Hate  will  be  in  conflant  circulation,  from  one  clafs  of  men  to 
another. 

Sto,  If  the  debts  contracled  be  the  property  of  foreigners,  thefc 
will  either  remove  into  the  country,,  where  their  funds  arife,  or 
the  property,  that  is,  the  dominmm  utile  of  the  country,  will  be 
transferred  from  the  natives. 

Thefe  and  many  other  combinations  will  arife  from  the  exten- 
fion  of  public  credit ; and  an  examination  of  the  mod;  natural  con- 
fequences  upon  every  fuppofition,  will  be  the  bed  way  to  acquire 
a diftinft  idea  of  the  fubjed:  in  general.  To  pretend  to  foretell  any- 
one certain  chain  of  confequences,  which  may,  in  fa61:,  remit  from 
any  combination,  is,  I apprehend,  impoiiible  ; becauie  every  one 
of  them  will  depend  upon  circumdances  totally  unknown.  Thefe, 
in  our  way  of  examining  matters  of  this  kind,  are  all  to  be  founded 
upon  fuppofition.  To  fupply  therefore,  in  fome  meafure,  this 
defedr,  I fhall  fird  have  recourfe  to  examples  of  what  has  happened 
in  the  hitherto  infant  date  of  public  credit ; and  as  to  cafes  which 
have  not  as  yet  taken  place,  we  mud  have  recourfe  to  ingenuity, 
and  endeavour  to  form  the  mod  rational  combinations  we  can. 


CHAP.  IL 


Of  the  Rife  and  Progrefs  of  Public  Credit. 

7 H I L E the  policy  of  Princes  diretded  them  to  form  treafures, 
there  was  no  occafion  for  public  credit.  This  policy  pre- 
vailed until  the  rife  of  the  Roman  empire.  Then  all  the  treafures 
of  the  world  were  plundered,  and  nations  were  indaved.  On  this 
revolution,  the  exigencies  of  that  great  empire  were  fupplied 
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from  tlis  annual  tributes  paid  by  conquered  nations.  Under  good 
tins  0.111111  al  fupply  fwelled  the  public  treafure,  until  a pro- 
digal Emperor  fquandered  it  away  ; and  took  to  rapine  and  extor- 
tion, to  fill  up  the  void. 

Upon  the  total  diflbiution  of  that  great  empire,  Europe  was  over- 
run by  barbarous  nations,  who,  with  as  little  iiiduftry  as  ever, 
fupported  their  power  by  the  military  fervices  of  the  whole  people. 

After  the  eftablifliment  of  the  feudal  kingdoms  under  their 
chiefs  who  firll  laid  the  foundation  of  them,  arofe  the  Barons,  or 
p.rincipai  vaiials,  who,  in  imitation  of  their  chief,  erected  fmall 
principalities,  which  by  degrees  grew  independent. 

This  diftribution  of  power  into  many  hands  had  the  effefl  of  de- 
iiroying  all  fyftematic  plans  of  government.  Princes  were  obliged 
to  acl  according  to  the  perpetual  flufluation  of  circumfiances, 
until  by  a revolution  in  their  favour,  the  power  of  the  vaiials  was 
fwallowed  up,  and  confined  within  the  limits  of  a more  regular 


uithority. 


In  proportion  as  this  revolution  took  place  among  the  nations 
of  Europe,  the  fyftein  of  their  government  refumed  a more  per- 
manent form.  Jiifiice  was  adminiftred  with  more  uniformity  j 
and  from  this  arofe  a body  of  laws,  which,  in  fome  countries 
were  called  cuftoms : in  others,  as  in  England,  common  law.  Wars 
then  became  lefs  frequent ; and  the  military  fervices  not  being  ne- 
ceiTary  on  all  occafions,  infenfibly  became  converted  into  taxes, 
proportioned  to  the  exigencies  of  the  time. 

During  this  period,  the  coin  ana  precious  metals  of  Europe  were 
lodged,  in  a great  mealure,  in  private  coffers.  If  wars  brought 
them  forth  for  a fhort  time,  they  foon  found  their  way  back  again. 
Princes  were  generally  extravagant,  and  fpent  money  as  fall  as  they 
got  it.  In  proportion  as  induftry  and  alienation  increafed,  the  coin 
came  abroad  ; the  inhabitants  became  eafy  in  their  circumfiances  j 
the  ftate  ilouriihed,  and  acquired  reputation.  The  riches  and 
power  of  a fiate  began  then  to  be  efiimated,  as  they  ought  to  be, 
not  by  their  treafures  locked  up,  but  by  what  was  found  in  circula- 
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tion  ; that  is,  by  their  induftry.  . Venice,  Genoa,  and  the  Hans- 
towns,  fet  the  example.  The  Jews,  baniflied  from  France,  on  ac- 
count of  their  extortions  in  the  time  of  the  holy  wars,  fled,  as  it 
is  faid,  into  Lombardy,  and  there  invented  the  ufe  of  bills  of  ex- 
change, for  drawing  their  riches  from  countries  to  which  they 
durft  not  refort  to  bring  them  off.  Intereft  for  money  began  to  be 
conlidered  as  lav/ful  in  many  cafes  ; merchants  were  protected  by 
Princes,  for  the  fake  of  the  confequences  of  trade  and  induftry : 
and  from  fiich  fmall  beginnings  has  that  mighty  engine  of  public 
credit  fprung. 

V/hile  Princes  mortgaged  their  lands  and  principalities,  in  order 
to  obtain  a fum  of  money,  they  acfted  upon  the  principles  of  pri- 
vate credit.  This  was  the  cafe  in  the  more  early  times,  before  go- 
vernment acquired  that  ftability  which  is  neceflary  to  eftablifli  a 
firm  confidence.  In  proportion  as  it  drew  towards  a regular 
fyftem,  the  dawn  of  credit  put  on  appearances  analogous  to  the 
folidity  of  the  fund  upon  which  it  was  eftablifhed. 

The  fecond  ftep  was  to  raife  money  upon  a branch  of  taxes  af- 
figned  to  the  lender,  for  the  reimburfement  of  his  capital  and  in- 
tereft. We  fhall  fhew  the  confequences  of  this  plan  of  credit 
from  fome  examples,  which  will  fully  point  out  all  its  inconve- 
niencies. 

This  plan  of  adminiftration  Was  attended  with  fo  much  abufe, 
and  fo  much  opprefiion,  that  ftatefmen  began  to  defpair  of  carr)^- 
ing  on  public  affairs  by  fuch  expedients  ; and  therefore  concluded 
that  the  only  way  to  obtain  money  at  the  leaft  expence,  was  to  raife 
it  on  the  fubjed;  within  the  year,  or  upon  what  they  called  ftiort 
funds. 

At  length  public  credit  aflumed  its  prefent  form.  Money  was  bor- 
rowed upon  determinate  or  perpetual  annuities  : a fund  was  pro- 
vided for  that  purpofe : and  the  refunding  of  the  capital  was,  in 
many  cafes,  left  in  the  option  of  government,  but  was  never  to  be 
demandable  by  the  creditor. 
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This  is  a Ihort  view  of  the  progrefs  of  public  credit.  Tire  prin- 
ciples unon  which  it  is  built  are  fo  few,  that  were  i to  connne  my- 
felf  to  a bare  deducTion  of  them,  little  new  or  ij^teieftxng  could- 
be  faid.  I fnali  therefore  fteer  another  courfe  : I fiiaJ  collect  tue- 
fentiments  of  forae  eminent  politicians,  who  have  either  writ  upon,, 
or  acted  in  the  adminiflration  of  this  branch  of  governmeiiL ; and 
by  applying  principles  as  wn  go  along,  I fhall  be  enabled  to  point 
out  the  extraneous  circumftances  which  are  fo  apt  to  invoice  this 
fubjecd;  in  obfcurity.  Had  we  not  before  our  eyes  the  numberlefs^ 
examples  of  this  kind,  it  would  hardly  be  poffibie  to  conceive  how 
fo  great  a confufion,  and  fo  many  calamities,  could  have  followed 
upon  the  operations  of  public  credit. 


CHAP.  in. 

0/  Anticipations,  or  borrowing  Money  upon  AffignmenSs  to 
Taxes  for  the  Dif charge  of  Principal  and  hitereft. 

constant 
udal  go- 
vernment of  the  barons,  nations  began  to  enjoy  fonie  fort  of  tran- 
quillity. Upon  this  the  military  fervices  became  inienfibly  con- 
verted into  taxes  ; and  as  Princes  extended  their  jiirifdiftions  over 
the  cities,  which  had  been  formerly  more  under  the  protection  of 
the  biihops  who  rehded  in  them,  taxes  were  augmented.  Thefe 
impofitions  were  very  inconiiderable,  with  refpecl  to  what  they 
brought  into  the  King’s  coffers.  The  policy  in  railing  them  was 
bad  ; the  frauds  in  collecting  them  were  great. 

Thefe  confiderations  engaged  Princes  to  begin  by  contracting  debts, 
and  to  pay  afterwards  by  temporary  affignments  to  the  taxes  impofed. 

From 
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From  this  again  enfued  the  nioiL  terrible  extortions  on  the  fide 
of  the  tax-gatherers,  fo  often  complained  of  by  thofe  who  have 
writ  on  the  affairs  of  France,  as  we  fliali  fee  in  the  following 
chapter. 

Philip  A ^4  King  of  France,  was  the  firft  who,  in  1301,  admit- 
ted, with  great  policy,  the  inhabitants  of  cities  to  have  a feat  in 
the  fiates  of  the  kingdom.  He  formed  them  into  a diftmct  body, 
and  called  them  tte?~s  etat,  or  the  third  eftate,  after  the  clergy  and 
the  nobility.  His  view  was  to  facilitate  thereby  the  jurildiffion 
he  wanted  to  eftablilh  over  thofe  cities,  and  to  engage  them  to 
confent  to  the  impofition  of  taxes  for  carrying  on  his  wars  in  Flan- 
ders, and  for  oppofing  the  ambitious  views  of  Boniface  YIII.  Ac- 
cordingly, the  people  began  to  pay  willingly,  when  once  they  found 
that  they  had  a vote  in  what  concerned  them. 

I take  it  for  granted,  that  every  tax,  about  that  time,  was  im- 
pofed  for  a particular  purpofe,  and  afligned  either  to  creditors,  or 
to  people  who  advanced  money  upon  it:  becaufe  we  are  told  that 
the  nrft  impofition  granted  by  the  fiates  to  a King  of  France  as  a 
permanent  branch  of  revenue,  was  an  excife  upon  fpirituous  liquors 
granted  to  Philip  de  Valois,  in  the  year  1345  ; at  which  time,  how- 
ever, according  to  Mr.  d’Eon’s  Memoires  pour  fervir  a I'HiJloire  generals 
des  Finances,  there  were  not  lefs  than  twenty  two  different  taxes 
known  in  France,  which  he  enumerates  as  follows : 

Failles,  complaintes,  charges,  redcvances,  coutumes,  peages,  tra^uers,  paf- 
/ages,  centietnes,  cinquantiemes,  otes,  chevauckeh,  Jubventions,  exactions, 
chevaleries,  aides,  mariages,  toultes,  hnpojitions,  prifons,  fervitudes,  and 
nouvelleties. 

That  all  thefe  impofitions  mull  have  been  mere  trifles,  I gather 
from  a circumflance  in  the  Political  Hiftory  of  France,  mentioned 
by  the  author  juft  cited,  which  being  itfelf  exceedingly  curious 
and  tending  greatly  to  confirm  many  things  wdiich  I have  advanced 
concerning  the  fmall  circulation  in  former  times,  I fhall  here  briefly 
mention  it. 
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In  1356,  John,  King  of  France,  applied  to  the  States  for  50,000 
livres,  about  9165/.  fterling,  to  pay  his  army.  -The  States,  belides 
feveral  other  taxes  impofed  to  pay  this  fum,  granted  him  8 deniei  s 
on  the  livre,  or  34-  per  cent,  upon  ail  meat,  drink,  and  meiChandize, 
fold  in  France  within  tne  year ; tnat  is  to  fay,  upon  the  whole 
alienations  of  France.  The  tax  was  levied,  but  fell  fo  far  fhort  of 
the  fum  required,  that  it  was  made  up  by  a poll-tax. 

Can  any  example  be  better  calculated  for  forming  a notion  of  the 
circulation  of  France  at  that  time  ? 

It  may  be  here  alleged  that  the  prices  of  every  thing  were  then 
fo  very  low,  that  no  judgment  can  be  formed  concerning  the  quan~ 
tky  of  alienation  from  the  fniallnefs  of  the  fum.  Tliis  objedtion  is 
of  no  force,  as  I lhall  prefently  £hew. 

We  know  from  the  records  of  the  felling  price  of  grain  in  France^ 
which  was  then  remarkably  cheap  in  proportion  to  the  years  which 
followed  and  which  had  preceeded,  that  in  135,6,  the  feptier  of 
wheat,  or  4 Winchefter  bufhels,  fold  for  i q,  fols  8,  deniers  of  tho 
then  currency,  which  was  12  livres  to  the  marc  fine  filver,  and  a 
French  foldier’s  allowance  for  bread,  to  this  day,  is  3 feptiers,  or 
12  Winchefter  bufliels  a year.  Now  let  me  fuppofe,  that  the  whole 
50,000  livres  had  been  raifed  by  this  impofition  of  34  per  cent,  or  44 
of  the  total  value  of  the  fmgle  article  of  corn  fold  at  market,  which 
was  far  from  being  the  cafe,  and  then  compare  that  with  the  num- 
ber of  men  who  could  have  been  fubfifted  with  all  the  com  fold  in 


France  at  that  time. 

If  -A-  of  the  price  was- the  tax,  then  by  multiplying  50,000  livres. 
by  30,  we  have  the  value  of  the  corn  fold  ; to  wit,  i 500  000  livres 
divide  this  fum  by  the  value  of  what  a man  confumes  in  a year,  to 
wit,  3 feptiers  at  17  fols  8 deniers,  which  make  2 livres  13  fols, 
and  the  quotient  will  be  the  number  of  portions  for  a man,,  to  vdr, 
566  037.  So  the  whole  alienation  of  France,  at  that  time,  fell  far 
below  the  value  of  as  much  w^lieat  as  would  have,  fed  566  037  men.. 
What  a poof  idea  docs  this  communicate  of  the  ftate  of  Eurone  only 
40 Q years  ago  1 It  would  be  in  vain  to  feek  for  examples  to  iiluftrate 
^ any 
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any  principle  of  our  complicated  modern  oeconomy  in  the  hiftories 
of  thofe  times:  their  taxes,  their  credit,  and  their  debts,  refembled 
ours  in  nothing  but  the  name. 

I now  come  nearer  home,  and  give  an  account  of  the  ideas  of 
public  credit  formed  by  Davenant,  who  flourifhed  about  the  time 
of  the  revolution  in  1688,  which  I may  take  to  be  the  sra  of  public 
credit  in  England. 

No  perfon  at  that  time,  whofe  writings  Lhave  feen,  appears  ta 
have  fo  thoroughly  underfcood  thofe  matters  as  Davenant.  He 
wus  a man  of  theory,  as  well  as  knowledge  of  faffs : he  had  ais 
opportunity  which  few  people  have,  to  be  well  inferacled  in  the 
one  and  the  other ; and  he  turned  his  talents  to  the  belt  advantage 
for  promoting  the  intereft  of  his  country.  He  has  writ  many  traff  s 
on  political  fubjecls,  which,  when  carefully  read  and  compared 
with  what  experience  has  lince  taught  us,  call  grear  light  upon 
many  queftions  relative  to  the  fubject  of  this  inquiry, 

Davenant,  like  other  great  men  of  his  time,  was  of  opinion  that 
borrowing  money  upon  what  he  calls  lliort  funds,  was  much  pre- 
ferable to  that  upon  perpetual  intereft ; and  he  thought  the  moft 
advifeable  plan  of  all,  could  it  be  accampliftied,  was  to  raife  the 
money  wanted  within  the  year. 

Men,  at  that  time,  had  a terror  upon  them  in  contracting  debts  for 
the  public : they  confidered  the  nation  as  they  would  a private  man, 
whofe  intereft  is  one,  uncompounded,  and  relative  tohimfelf  alonex 
in  this  light,  creditors  appeared  as  formidable  as  enemies  ; they 
were  looked  upon  by  minifters  as  fuch ; and  this  general  opinion 
on  one  ftde,  contributed,  no  doubt,  to  make  the  monied  people  lefa 
interefted  in  the  diftreis  of  government,  and  more  ready  to  lay  hold 
of  every  opportunity  of  improving  fuch  occaftoiis,  for  their  ov/11 
advantage. 

Government  was  in  confeant  war  with,  creditors : 'when,  ready 
money  failed  in  England,  it  had  nothing  to.  pay  with  but  exchequer 
tallies,  upon  the  taxes  impofed ; tliefe  were  much  more  eafily  illlied 
than- acquitted.  When  tlie  iirft  year’s  amount  of  a.  tax  was  engaged^ 

people; 
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people  coniiciered  tlie  ot  \v(na^ 

rious.;  confequently,  the  value  of  it  dimmiflied.  ^ j i 

This  method,  however,  fucceedcd  far  better  in  paying  off  debts 
already  contracted,  than  in  contracting  new  ones.j  and  the  hard- 
Ihips  put  upon  thofe  wdio  had  advanced  money  to  government, 
and  who  were  paid  by  affignments  upon  taxes  previoully  engaged, 
made  people  afterwards  very  diffident,  except  upon  proper  fecurity. 
The  limited  form  of  the  Engliili  government,  prevented  t.he  violent 
proceedings  between miinifters  ana  public  creditois,  which  weie 
common  in  Fraiice  j and  this  circuniuance  contributed,  no  doubt, 
to  eftabliffi  the  credit  of  the  former  cipon  the  better  footing.  But 
ftill  the  long  expeclatioii  of  payment  of  the  capital  and  inLereft, 
upon  a diftant  fund,  made  Davenant  acknowledge  that  700,000  /.  in 
ready  money,  would  at  any  time  go  farther  than  a milhon  in  tal- 
lies ; and  yet  he  thought  it  v/as  better  for  the  Hate  to  borrow  the 
million  upon  a plan  of  difeharging  the  debt  in  three  or  foui  yea-m, 
than  to  obtain  the  700,000/.  at  the  exyience  of  a perpetual  intereil 

of  8 prr  cent. 

There  were  manv  more  conliderations  which  moved  Davenant  to 


prefer  what  lie  calls  fhort  funds  to  perpetual  intered. 

It  was  the  general  opinion  in  his  time  (not  his  own  indeed,  for 
he  endeavoured  to  fliew  the  fallacy  of  it)  that  money  borrowed  upon 
the  anticipation  of  a fund,  raifed  mid  appropriated  for  the  difeharge  of 
itf  was  not  a debt  upon  the  date ; becaufe  it  did  not  diminidi  the 
former  revenue.  We  have  a remarkable  indance  of  the  prevalence 
of  this  opinion,  in  the  famous  memorial  prefented  by  M.  Defmaretz 
to  Philip  Duke  of  Orleans,  after. the  death  of  the  late  King  of 
France  ; wherein  he  advances,  that  during  feven  campaigns,  from 
1708  to  the  peace  of  Radad,  vchile  he  had  been  at  the  head  of  the 
King’s  finances,  he  had  not  increafed  the  public  debts  by  more  tlian 
nine  millions  of  iivres  capital : and  yet  when  he  came  into  the  ad- 
minidration,  in  1708,  the  King’s  debts  did  not  amount  to  700  mil- 
lions ; and  we  have  feen,  that  at  the  time  of  his  death,  they  were 
iipwards  of  2000  millions.  But  Defmaretz  did  not  reckon  the  dif- 
5 ference 
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ference  of  about  1300  millions;  becaiife  he  had  fettled  them  upon 
funds  of  his  own  creation.  This  was  fo  much  the  language  of  the 
times,  that  no  criticifm  was  made  upon  it. 

It  is  remarkable,  that  Davenant,  in  giving  an  account  of  -the 
debts  of  England,  during  the  period  of  which  he  writes,  that  is, 
from  the  revolution  down  to  the  peace  of  RyfwicK,  hardly  ever 
takes  notice  of  the  fums  paid  for  intereft  upon  them.  The  minds 
of  men  at  that  time  were  totally  taken  up  with  the  payment  of  ca- 
pitals ; and  providing  tliefe  could  be  difcharged  in  a rew  years,  it 
was  no  matter,  they  thought,  what  they  coft  in  the  m.ean  time. 

As  long  as  nations  at  war  obferve  the  fame  policy  in  their  methods  ■ 
of  railing  money,  the  ways  in  which  they  proceed  are  of  the  iefs  ' 
importance ; but  when  any  one  Hate  makes  an  alteration,  by  which 
more  money  is  thrown  into  theiiv  hands  than  they  could  formerly 
obtain  ; this  circumfLance  obliges  every  other  date  to  adopt  the  fame 
method.!  Thus  while  Princes  made  war  with  the  amount  of  their 


treafures  and  annual  income,  the  balance  of  their  power  depended  . 
on  the  balance  of  fuch  refources  • - when  they  anticipated  their  in- 
come on  both  fide s,  for  a few  yeai’S,  the  balance  , was  in  proppr-- 
tion  ftill:  when,  afterwards,  they  adopted  long  funds  and  per- 
petual intereft,  the  fupplics  increafed  5 :but  ftilL  the  balance  was 
determined' as  formerly. . 


The  lifefulnefs,  therefore,  of  an  inquiry- into  the  principles  of 
public  credit,  has  not  10  much  for  its  object  to  difcover  the  intereft 
of  dates  in  adopting  one  mode  of  credit  preferably  to  another,  as  to 
difcover  the  confequences  of  every  one  ; and  to  point  out  tlie  me- 
thods of  making  them  feverally  turn  out  to  the  beft  account  for  the 
date,  confidered  as  a body  politic  by  itfelf,  and  for  die  individuals 
wdiich  compofe  it. 

Vvhen  fo  many  different  relations  are  taken  in,  tbe  fubjecSt  be- 


comes much  more  compiev, . and  therefore  the  confequences  'uahicb 
ccm  only  he  guejjed  at  mud  be  lefs  determinate : but  on  the  other  hand, 
it  opens  the  mind,  and  fuggefts  many  hints  vvdiich  with  time -may 
be  improved  for  the  good  of  fociety. 

People 
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People  who  barely  relate  political  faCts,  only  afford  an  exer- 
“cife  to  the  menaory : tliofe  who  deduce  principles,  anci  nace  a chain 
of  reafoning  from,  them,  give  exercife  to  tne  ■untieiitanQing ; and 
as  a fmall  fpark  may  raife  a mighty  flame,  fo  a hint  tnrown  out  by 
a flender  genius  may  fet  all  the  great  men  of  a nation  on  a plan  of 
generaP  reformation  and  improvement. 

Let  us  now  take  a view  of  the  flate  of  public  credit  in  England, 


at  the  peace  of  Ryfwick ; in  order  to  fhew  how  Davcnant  came  to 
be  fo  great  an  enemy  to  long  funds,  and  more  efpecially  to  per- 
petual intereft.  Vvfo  ihail  at  the  fame  time  point  out  from  what  caufes 
the  great  change  of  fentiments  at  prefent  proceeds. 

At  the  peace  of  Ryfwkk,  the  debts  of  England,  according  to 
Davenant,  in  his  fifth  difcourfe  upon  the  public  revenues  and  trade 
of  England,  flood  at  1 7 532  544  /.  fterling ; call  it  1 7 millions  and  a 
half,  as  we  have  no  occafion  to  calculate  with  exadmefs. 

Of  this  debt  the  capital  of  3I  millions  was  funk,  as  he  calls  it ; 
becaufe  i 300  000/.  was  on  lives  at  i4p^r  ceni.  and  what  was  over 
to  make  up  the  34  millions,  was  intended  to  remain  a perpetual 
burthen  on  the  nation. 


For  paying  the  intereft  of  this  fum,  no  iefs  than  400  000  /,  a year 
was  necefiary,  which  makes  on  the  whole  above  ii  per  cent. 

But  then  it  muft  be  obferved,  that  more  than  one  third  of  the 
fum  was  upon  lives  at  14  cent.:  the  debt  due  to  the  bank,  of 
which  we  ha\^  fpoken  in  another  place,  was  i 200  000  /.  for  which 
vras  paid  loo  oco/.  a year,  including  4000 /.  allowed  for  the  charge 
Hof  management : the  remaining  million  was  upon  lottery  tickets, 
bearing  about  8 per  cent,  the  price  at  which  the  bank  had  lent. 

The  fecond  branch  of  debts  was  near  1 1 millions,  which,  he  fays, 
were  in  courfe  of  payment ; becaufe  they  were  fecured  upon 
branches  of  revenue  engaged  for  difcharging  them.  A part  of  this 
clafs  of  debts  was  to  be  extinguifiied  in  the  year  1700:  and  when- 
ever that  was  done,  then  a proportion  of  the  appropriated  taxes, 
amounting  yearly  to  above  a million  fterling,  was  immediately  to 
he  taken  off 
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The  thircj  clafs  of  debts  were  thofe  not  provided  for  at  all ; which 
in  the  place  referred  to,  he  makes  to  amount  to  no  more  than 
3 200  ooo  /.  but  he  afterwards  finds  his  niiftake,  and  that  they  in 
fad;  amounted  to  above  5 millions  and  a half,  w^hich  makes  the 
debts  of  England  at  the  peace  of  Ryfwick,  to  have  been  near  20 
millions. 

Was  it  then  any  wonder,  that  a man  who  wifiied  well  to  his 
country,  fhould  prefer  borrowing  upon  fiiort  funds  at  any  expence 
whatever  in  the  mean  time,  rather  than  at  perpetual  interefl,  when 
he  found  that  parliaments  could  not  be  prevailed  upon  to  allow  any 
tax  to  fubfifi;  one  iniiant  after  the  difcharge  of  the  debts  for  the 
payment  of  which  it  had  been  appropriated  ? 

Befides,  there  was  very  little  to  be  gained  by  borrowing  upon 
long  funds  and  perpetual  intereft,  as  long  as  the  lenders  confidered 
their  advantage  to  confifl  principally  in  getting  their  capitals  re- 
funded. 


The  plain  matter  of  fad:  was,  that  trade  at  that  time  was  only 
beginning  to  take  root  in  England,  and  demanded  funds  to  carry  it 
on.  The  ufe  of  banks  had  not  then  been  difcovered,  for  turning  pro- 
perty info  money.  Circulation,  confeqiiently,  was  confined  to  the 
coin ; and  profits  on  trade  were  very  great.  All  thefe  circumftances 
rendred  capitals  of  eflential  ufe  5 and  the  confequence  was,  to  raife 
intereft  to  an  exceffive  height. 


Compare  this  fituation  with  the  prefent.  Were  the  capital  of  140 
millions  fterling  thrown  by  Great  Britain,  in  a few  jezrs,  into  the 
hands  of  the  prefent  creditors  ; were  France,  on  tlie  other  hand, 
to  throw  in  as  mnch,  what  trade  could  abforb  it  ? Capitals  now-  are 
only  of  value  in  proportion  to  the  intereft  they  bring ; and  fo  long 
as  the  intereft  paid  on  public  debts  is  fufficient  to  keep  circulation 
full,  and  no  more,  intereft  will  ftand  as  it  is : when  tliat  ceafcs  to- 
be  the  cafe,  as  in  time  of  war,  w-e  fee  intereft  begins  to  rife ; and 
when,  on  the  other  hand,  the  intereft  paid,  proves  more  than  fuf- 
ficient for  the  nfes  of  circulation,  as  upon  a return  of  peace,  then, 
f-'oni  the  fame  principles,  intereft  mu  ft  diminiiii. 

\0L.  11.  A a a Davcnanq 
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Davenaiit,- like  an  able  politician,  who  had  the  Rate  of  facts  be- 
fore him,  reafoned  according  to  aflual  circumftances.  Whatever 
■was  borrowed  on  long  funds,  was  cnarged  on  the  Handing  levenne 
of  the  Rate,  which  parliament  was  very  unwilling  to  increafe  in 
proportion  to  the  charges  laid  upon  it.  Tliis,  of  itfeif,  vras  argu- 
ment fuiiicient  with  him  to  caR  his  view  upon  £hort  appropriations, 
or  upon  his  favourite  object,  of  raifing  money  within  the  year,  to 
fupply  the  exigencies  of  the  Rate. 

But  in  this  operation  he  found  great  ditliculties.  In  his  treatife 
of  ways  and  means,  article  excifes,  where  he  is  fearching  for  expe- 
dients to  provide  money  for  the  war,  he  plainly  ihews  a thorough 
knowledge  of  that  impofition.  It  had  taken  place  in  England  as 
far  back  as  the  great  civil  war,  and  formed  at  the  revolution  about 
-i  of  all  the  revenue  ; but  what  is  very  extraordinary,  and  which  at 
prefent  will  hardly  be  credited,  the  excife  had  at  that  time  the  effect 
of  finking  the  price  of  the  fubjecl  excifed,  inRead  of  raifing  the 
price  of  what  \vas  produced  from  it.  Thus  the  excife  upon  malt, 
after  the  revolution,  had  the  effecT  of  lowering  the  price  of  barley, 
initead  of  raifing  the  price  of  beer. 

This  effecT  of  excifes  Davenant  faw ; from  which  he,  and  fince 
him  many  more  have  concluded,  that  ail  excifes  fall  ultimately 
UDon  the  land. 
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ds  circumRance,  together  with  a feeling  for  the  intereR  of  the 
great  number  of  idle  poor  at  that  time,  who  muR  conRantly  fuffer 
by  excifes,  engaged  Davenant  to  propofe  having  recourfe  to  the 
land-property  and  poll-taxes,  for  raifing,  within  the  year,  the  fums 
required  for  carrying  on  the  war. 

According  to  his  propofal,  there  v/as  to  be  no  lefs  than  3 millions 
laifed  o}'  a land  tax,  DCiiaes  half  a million  by  a quarterly  poll,  ■which 
was,  at  tnat  time,  above  100,000/.  more  than  all  the  permanent 
taxes  of  England  put  together. 

A pi.opOicU  Oi.  tills  kind  coming  from  Davenant,  fiiews  the  differ- 
w'iT  ii-L oct>vceii  tiioie  tunes  anci  the  nreient.  On  th^s  ftio- 
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jeil  more  is  to  be  learned  by  comparing  facts,  than  by  all  die  rea- 
foning  in  the  world. 

We  have  feen  how  credit  flood  in  England  during  the  reign  of 
William  III.  It  was  then  in  its  infancy,  and  vras  fet  upon  the  prin- 
ciples of  a free  and  limited  authority,  esercifed  by  minifters  of 
Hate  at  all  times  refponfible  to  parliament  at  the  rifk  of  their  heads, 
in  cafe  of  any  open  violation  of  the  public  faith.  This  is  the  bcft 
of  all  fecurities  againfl  the  bad  exercife  of  power. 

Whoever  reado  the  admirable  writings  of  Davenant,  and  com- 
pares his  ideas  with  what  experience  has  fince  taught  us,  concern- 
ing the  nature  of  taxes  and  public  credit,  v/ill  plainly  difcover  that 
the  great  diilrefs  of  England  at  that  time,  proceeded  from  the  fol- 
lowing caufes. 

The  enterprize  they  were  engaged  in,  was  far  beyond  their 
power  to  fupport,  although  they  had  the  greateil  part  of  Europe  to 
alllft  them. 

The  bravery  of  the  Britifh  nation  was  ill  fupported  with  money, 
the  linews  of  war. 

The  coin  foon  after  the  revolution  fell  into  the  greatefl  diforder, 
which  feiit  it  aveay ; and  no  expedient  was  found  to  fupply  its 
place  for  the  ufes  of  domellic  circulation  ; and,  confequently,  the 
fixed  revenue  could  not  be  paid,  nor  induftry  carried  on. 

The  people  were  unaccuilomed  to  taxes : tonnage  and  poundage, 
the  branch  with  which  they  were  bell  acquainted,  and  which  they 
bore  with  the  leaf;  murmuring,  becaufe  it  was  little  felt  by  indi- 
viduals, together  with  the  excife  upon  beer  and  ale,  the  hearth 
money,  the  poil-houfe,  and  wine-licences,  compofed  the  whole  of 
the  permanent  revenue  of  the  fcate,  and  amounted  to  about  one 
million  and  a half  ilerliiig:  befides  which,  the  parliament  had 
granted  new  cufcoms  (all  to  ceafe  before  1690)  to  the  amount  of 
about  half  a million  more,  upon  wines,  tobacco,  fugar,  and  French 
Imnen.  This  was  the  ftate  of  the  revenue  at  the  revolution. 

One  would  imagine  that  England,  under  fo  fmall  a burthen^ 
might  have  been  able  to  make  the  greatefl  efforts. 

''A  a a 2 
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Were  we  now  to  graople  with  France,  under  fuch  circumftances, 
what  fan'guine  hopes  would  we  not  form  of  fuccefs  ! The  cafe  turned 
out  widely  different : the  firft  benefit  the  nation  expecTed  in  confe- 
qiience  of  their  liberty  reftored,  was  an  abolition  of  the  heai  Ji  mo- 
ney ; a tax  which  raifed  over  the  whole  kingdom,  245,000  /.  and 
was  confidered  as  an  infupportable  burthen. 

Such  fentiments  andT  difpofitions  in  the  Englifn  nation,  might 
have  been  a funicient  indication  of  w^hat  was  to  be  expected  fiom 
the  war ; the  confeguenees  of  which  had,  before  16^^,  pioduced  the 
following  cha,nges  in  the  revenue, 

^ The  tonnage  and  poundage,  which  at  the  revolution  produced 
doo,ooo  /.  was  by  this  time  reduced  to  286,687  /. 

The  excife  upon  beer  and  ale,  from  666,383/.  was  reduced  to 


39^275 /• 

The  hearth  money  was  aboiillied. 

The  poft-houfe,  from  65,000/.  was  reduced  to  63,517  /. 

The  wine-licences,  from  10,000/.,  to  5000/. 

The  temporary  cuRoms  which  fubfifted  at  the  revolution,  were 
now  expired,  and  ha.d  been  either  continued  by  new  grants,  or  by 
others  of  the  fame  nature  introduced  in  their  Read.  The  former 
had  produced  415,472  /.  the  new  produced  373>S39^- 

The  laR  and  moR  important  grant  of  all,  was  an  additional  excife 
upon  beer  and  ale,  which  produced  450,000/. 

The  revenue  at  the  revolution  produced,  clear  of  all  charges, 
2 CO  I 855  /.  Rerling.  A revenue  eRabliflied  at  pretty  much  the  fame 
rate,  and  nearly  on  the  fame  objefls,  with  an  addition  of  a new 
excife,  which  produced  450,000/.  produced  net  in  1694,  no  more 
than  I 570  318  4 fo  tl\at,  dedutffing  the  new  excife,  the  old  revenue 
was  diminiflie-d  in  its  pr-oduce,  no  lefs  than  i 081  527/,  or  above 
one  half,  in  five  years  time. 

In  a country  like  England,  at  that  time,  taxes  were  of  little  ufe 
CO  the  Rate,  and  were  an  exceRive  burthen  on  the  people. 

What  could  they  be  paid  out  of?  Not  out  of  the  value  in  the 
hands  of  the  people  j becaufe  there  v/as  no  way  provided  for  turn- 
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ing  that  value  into  money.  The  whole  of  the  money  coined  before 
the  end  of  the  war  in  1697,  did  not  amount  to  8y  millions.  It 
was  not  to  be  expected  that  during  the  v/ar,  foreign  com  was  to 
come  in,  except  in  confequence  of  boiTO\ying ; and  we  may  be  very 
certain,  that  all  that  was  borrowed,  and  a great  part  of  what  had 
been  coined  at  home,  ha.d  gone  out  from  the  year  1695  to  1^97. 
Under  thefe  circumilances,  the  exciiequer  iffued  tallies  or  wood,  a 
notable  expedient  for  facilitating  cumulation ! And  tne  bstUiv  or 
England  lent  not  one  farthing  upon  mortgage : all  that  was  poffible 
to  be  raifed  011  the  land  and  on  ihe  people,  by  pm^und-xtiim,  afleff 
ment,  and  poll-tax,  v/as  impofed. 

Now  let  us  recall  our  principles  concerning  circulation,  alienation, 
and  banking  upon  mortgage,  and  combine  thefe  xvith  what  we 
have  fo  frequently  repeated,  and  I think  demonftrated,  viz,  that  in 
proportion  to  the  extent  of  alienation,  and  the  demands  for  money, 
a circulating  equivalent  fhould  be  provided,  io  as  to  be  ready  at 
the  hand  of  every  perfon  AYho  has  property  to  pledge  for  it ; and 
then  decide  whether  it  was  any  wonder  that  credit  in  England 
fnould  have  been  at  fo  low  an  ebb  at  the  peace  of  Ryfwiek ; that 
taxes  fhould  have  dimdniflied  in  their  produce  ; that  intereft  fhould 
have  rifeii  to  fiich  an  extravagant  height ; that  the  people  fliould 
have  groaned  under  a load  from  which  they  could  not  relieve  them- 

felves. 

Under  fucli  circumilances,  England  appears  to  me  in  the  light  of 
a dumb  man  put  to  the  torture  in  order  to  extort  a confeihon. 

Were  eight  or  nine  millions  fterling  in  coin,  and  a few  wooden 
flicks,  the  tallies,  conftantly  fold  at  a great  difeount,  a circulating 
value  fufficient  to  iTipply  the  exigencies  of  a ftate  which  was  fpend- 
ing  annually  at  the  rate  of  five  or  fix  millions  ? 

The  confecmence  of  this  total  drain  of  money,  was,  that  people 
could  neither  confume  excifeable  commodities,  or  pay  the  taxes  laid 
upon  their  perfons  and  lolid  property. 

The  exciies-  failed,  becaufe  the  body  of  the  people,  who  paid 
them,  were  interrupted  in  their  induitry,  for  want  of  money  to 

i.  y 
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carry  on  alienation.  Tliofe  who  were  liable  to  tlie  arbitral y impo- 
fitions,  fuch  as  the  landlords,  could  not  pay  ; becaufe  what  they 
had,  their  land,  could  not  be  given  in  payment. 

From  what  I have  here  laid  together,  %ve  may  determine,  that  as 
alienations  among  individuals  cannot  exceed  the  proportion  of  the 
circulating  equivalent  of  a country,  to  a llatefmaii  when  he  intends 
Jiiddenly  to  augment  the  taxes  of  his  people,  without  mterrupting 
their  induftry,  which  then  becomes  ftill  more  necelTary  than  ever, 
Iliould  augment  the  circulating  equivalent  in  proportion  to  the  ad- 
ditional demand  for  it. 

This,  according  to  my  notions,  cannot  be  fo  well  compafled  as, 
I . by  eftablifhing  banks  of  circulation  upon  mortgage:  2.  by  re- 
lieving thofe  companies  of  the  load  of  paying  foreign  balances  by 
giving  bills  at  par,  or  at  a fmall  exchange:  and  3.  by  providing 
ifunds  abroad  for  the  payment  of  them,  according  to  the  principles 
above  deduced. 

Such  expedients  will  work  their  effect,  in  a nation  where  the 
public  faith  Rands  upon  the  folid  fecurity  of  an  honeR  parliament, 
and  upon  that  refponfibility  which  is  Rxed  upon  thofe  who  are 
truRed  with  the  exertions  of  the  royal  authority. 

I think  I may  illuRrate  this  operation  by  a fimile. 

A gentleman  choofes  to  form  a cafcade  of  the  water  which  ferves 
to  turn  his  corn-mill ; confequently,  the  mill  Rops : but  in  its  Read, 
he  immediately  erects  another  which  turns  with  the  wind.  Coin 
is  the  water,  bank  paper  is  the  wind,  and  both  are  equally  well 
calculated  for  the  ufe  they  are  put  to. 
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CHAP.  IV. 


Of  the  State  of  public  Credit  in  France  before  the  reign  of  Louis 
XIV.  and  of  the  Sentiment  of  the  great  Richlieu  upon  that  Subjecl. 

T TAVING  laid  before  my  reader  the  fentiments  of  Davenant  on 
Irl  the  fubject  of  public  credit,  which  were  analogous  to  the 
then  ftate  of  England,  it  may  be  inftruclive  to  compare  them  with 
thofe  of  another  very  great  man,  in  a rival  nation  ; I mean  the  Car- 
dinal de  Richlieu. 

The  conftitiition  of  Great  Britain  at  prefent,  is  pretty  much  what 
it  was  in  Davenant’s  time : and  that  of  France  does  not  differ  widely 
from  what  it  was  at  the  death  of  Louis  XIII. 

Britain  and  France  are  two  nations,  rivals  in  every  thing  worthy 
of  emulation,  and  fimilar  in  thofe  difcreffes  which  are  the  infepa- 
rable  concomitants  of  modem  ambition,  debts  and  taxes. 

As  long  as  the  conftitution  of  the  two  governments  flrall  ftand  as 
at  prefent,  Britain  will  conftantly  have  the  advantage  in  borrow- 
ing : France  will  have  it  in  paying  off  her  debts.  It  is  this  contrail 
which  engages  me  to  enter  into  the  following  detail.  I conlider  it  not 
only  as  a piece  of  hiflorical  curiofity,  but  as  a fubjefl  of  profound 
reflection,  from  v/hich  much  inftruclion  may  be  gathered. 

The  fate  of  kingly  power  was  decided,  both  in  Britain  and  in 
France,  much  about  the  fam.e  time.  In  France,  it  was  fupported 
by  Cardinal  de  Pdchlieu  ; in  Britain,  it  was  broken  to  pieces  under 
Charles  I. 

Before  that  time  there  v/as  no  fixed  form  of  government  efta- 
bliilied  in  either  country ; nor  can  ever  a regular  conftitution  take 
place  any  where,  until  the  meclianifm  of  a ftate  becomes  fo  com- 
piex  as  to  render  changes  extremely  airncrat.  inis  is  Decoming 
the  cafe  more  and  more  every  day  ; and  upon  this  and  iiotliing  elfe 
will  depend  the  ftability  of  our  prefent  forms. 


Let 
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l.et  us  now  take  a view  of  tlie  fentiments  of  a great  minifter* 
delivered,  in  writing  by  Iiimfelf,  in  his  political  teflament  j the 
authority  of  which  would  never  have  been  called  in  queftion,  had 
the  matter  it  contains  been  properly  attended  to,  and  well  under- 
Rood. 

It  is  in  the  7th  paragraph  of  the  9th  chapter  of  the  teRament, 
where  the  Cardinal  fhews  his  ability  in  paying  off  the  debts  of 
France : and  in  going  through  the  fubjecl,  he  cafually  has  thrown 
out  feveral  things,  which  enable  us  to  form  a judgment  of  the 
Rate  of  taxes,  and  of  the  effects  they  were  found  to  produce  in  his 
time. 

“ It  is  pedantry,”  fays  he,  “ to  maintain  that  a prince  has  no 
“ right  to  draw  money  from  his  fubjecTs,  and  that  he  ought  to  con- 
“ tent  himfelf  with  the  polleffion  of  their  hearts.  None,  however, 
but  flatterers,  the  pefl  of  fociety,  can  maintain,  that  he  may 
draw  from  them,  juftly,  whatever  he  thinks  fit ; and  that  his 
right  extends,  in  this  particular,  as  far  as  his  will.” 

The  taxes  of  France  at  this  time  had  been  augmented  far  beyond 
heir  due  proportion ; and  this  had  produced  many  flrange  and 
contradicLory  phainomena  ; which,  as  xve  iliail  now  fee,  mifled  the 
Cardinal  in  many  refpecis  ; becaiife  his  experience  was  not  fuffi- 
cient  to  difcover  the  caufes  of  them. 

“ The  augmentation  of  impofitions  on  the  people,”  fays  he, 
“ does  the  King  fo  rmich  hurt  by  raifing  prices,  as  to  compenfate  all 
he  can  gain.”  If  we  fuppofe  that  the  King  gained  by  the  aug- 
mentation ; that  is  to  fay,  that  the  tax,  when  increafed,  really  pro- 
duced more  tiian  before,  and  raifed  prices  proportionally  ; tlien  the 
King  could  only  lole  his  proportional  part,  but  never  the  whole. 
If  the  tax,  by  being  augmented,  produced  iefs  than  before,  whicli 
was  the  cafe  often,  then  he  loft  by  a diminution  upon  his  income, 
not  by  tiie  rife  of  prices.  But  this  was  not  the  cafe  ; becaufe  dc- 
iiCiencies  of  that  kind  could  not  rail  upon  the  King,  but  upon  his 
farmers. 
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The  true  reafon  was,  that  the  King  paid  moil  of  his  expences 
by  aflignments  upon  the  taxes  ; and  then,  no  doubt,  the  higher 
they  were  raifed,  and  the  more  difficult  to  recover,  the  dearer 
every  undertaking  would  coil  the  King. 

This  reafoning  upon  the  effect  of  taxes  fliews,  that  at  that  time 
the  docfrine  of  them  was  not  well  underffood.  No  wonder : theory 
is  not  fufficient  to  lay  open  political  eonfequences,  even  to  the 
greateil  genius.  All  our  information  as  to  thefe  matters  arifes 
from  experience,  and  all  our  infl;ru(5tto.n  from  our  attention  and 
relietTion. 

As  a proof  of  this,  he  mentions,  almoft  in  the  fame  place,  an 
effeaiof  the  increafe  of  taxes,  which  is  quite  contrary  to  the 
former. 

“ Confumption,”  fays  he,  diminiffies,  as  taxes  augment.” 

This  is  a contingent,  but  not  a neceffary  confequence,  as  we 
have  feen,  and  has  the  effect  of  lowering  prices. 

I mention  thefe  particulars,  only  to  ffiew  how  little  this  great 
man  had  lludied  the  principles  of  taxation,  or  combined  the  caiifes 
of  thofe  phenomena  which  he  faw  arifing  from  them. 

Such  contrary  effects  could  not  fail  to  be  felt,  when  taxes  were 
mixed  in  the  manner  ufual  at  that  time,  and  when  no  method  v/as 
contrived  for  augmenting  the  currency. 

In  Richlieu’s  time  the  cuflom  was  to  treat  with  the  partlfans,  as 
they  were  called,  or  undertakers  for  the  farm  of  taxes  ; and  for  a 
fum  of  money,  valued  at  a certain  intereft,  to  give  them  a right  to 
levy  certain  impolitions  on  the  people,  efteemed  equivalent  to  the 
rate  agreed  upon  ; fome  in  one  province,  fome  in  another,  as  the 
parties  could  agree.  Then  the  partifans  fell  to  work  with  the 
people,  and  committed  the  mod  horrid  extortions.  In  the  4th  §. 
of  his  4th  chapter,  he  fays,  “ The  abufe  is  carried  fuch  a length, 
“ as  to  be  quite  infupportable,  and  mull  end  in  the  ruin  of  the 
“ date  ; the  people  are  plundered,  not  taxed ; fortunes  are  made  by 
“ rapine,  not  induHrv-:  ufing  the  partifans  like  fpunges  is  very 
“ juil ; but  liable,  on  the  other  hand,  to  great  abufe,  when  not 
VoL.  11.  Bbb  “com 
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“ conducted  with  moderation  and  juftice.”  This  is  a veiy  dn  eicnt 
fyftem  of  taxation  from  that  carried  on  in  England  in  Davenant’s 
time,  and  muft  have  produced  elledts  very  diffimiiar. 

But  it  may  be  afked,  if  thefe  partifans  in  France  had  found 
out  means  of  railing  money,  far  beyond  the  Kings  intention 
what  prevented  the  Cardinal  from  examining  into  fuch  means,  and 
ufing  them  in  a gentle  and  equitable  manner,  to  the  extent  only  of 
fatisfying  the  creditors  for  the  money  borrowed  from  them  ? 

In  thofe  days  feveral  difficulties  occurred,  which  rendered  this^ 
expedient  impracRicabie. 

imo.  The  partifans  would  lend  in  no  other  way  ; they  would 
have  nothing  to  do  with  the  King  as  a debtor : his  credit  was  not 
well  eltabliffied  ; and  by  having  the  direct  adminiilration  of  a tax, 
they  confidered  themfelves  as  more  fecure. 

ido.  Had  the  King  levied  the  money  on  the  people,  and  been 
paymailer  to  the  creditors  himfelf,  there  would  have  been  no  gains- 
to  the  partifans  but  what  were  ftipulated  ; had  they  exacted  more 
than  legal  intereft,  they  expofed  themfelves  to  great  danger ; and 
confequently  would  not  lend.  So,  by  delivering  up  the  people  to. 
be  plundered,  the  King  made  a better  bargain,  bethought,  than 
any  other  way  ; and  if  the  partifans  plundered  the  people,  the. 
Cardinal  plundered  them  in  his  turn. 

Sth,  At  this  time  there  were  not,  as  now,  merchants  of  extenfive 
credit,  and  fair  character,  who  ferve  as  interpofed  perfons  for  the. 
wdiole,  moneyed  intereft  in  Europe,  and  who  can  fill  a fubfcriotion 

-i. 

for  millions  with  a ftngle  name. 

The  partifans  themfelves,  as  the  Cardinal  obferves,  had  often 
neither  money  or  credit  at  fetting  out:  but  by  parcelling  their  un- 
dertaking into  many  hands,  they  got  together  what  was  neceftary. 
Tims  the  fubaltern  aftbciates  were  in  a moment,  like  locufts,  fnread 
oVv.1  tne  wnole  ftice  Oi  the  couiiLi’y,  and  plundering  went  on  m 
every  quarter. 

i nis  r^piefents  a quite  different  fyftem  of  credit  from  what  we 
fee  eftablifhed,  even  in  riance,  at  prefent  ; where  the  tax-gatherers 
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'are  Hill  loudly  complained  of,  though  much  more  than  they  de- 
ferve.  The  mode  of  railing  the  taxes  is  now  mod;  exacftiy  fpeci- 
fied  by  the  King  ; and  nothing  more  can  be  exacted  than  accord- 
ing to  the  plan  laid  down  ; but  in  every  cafe  fevere  penalties  arc 
impofed  upon  frauds,  and  when  levied,  are  accounted  for  to  the 
farmers  ; but  "when  compounded  for  under- hand,  link  into  pri- 
vate men’s  pockets. 

In  a country  where  taxes  are  rightly  ellablilhed,  induftrious 
people  have  no  occalion  to  indemnify  themfelves  by  fraud  for  the 
taxes  they  pay ; they  have  a more  certain  method  of  being  re- 
funded. This  lhall  be  explained  in  its  proper  place. 

By  this  method  of  opprellion  in  the  Cardinal’s  time,  a great  part 
'of  the  odium  was  removed  from  the  King,  and  call  upon  the 
partifans.  The  people  refembled  a dog  who  bites  the  Hick  with 
which  he  has  been  llruck,  inftead  of  biting  him  who  holds  it  * 

I have 

* Thus  were  taxes  eftablillied  in  France,  in  fpight  of  the  great  averfion  of  that  na- 
tion to  them.  The  exigencies  of  the  ftate  were  apparent ; Princes  were  confidered  as 
under  an  abfolute  neceffity  to  find  money  at  any  rate ; they  appeared  to  be  in  the 
hands  of  unrelenting  ufurers,  who  became  the  execration  of  the  people,  to  wliofe 
fury  they  v.'ere  fometimes  delivered  over,  when  ftripped  of  their  v/ealth  : the  people 
were  now  and  then  relieved  of  a part  of  their  burthen ; the  tax  remained  under  milder 
management ; formed  an  addition  to  the  King’s  revenue,  and  ferved  as  a fund  for  fu- 
ture emergencies. 

But  the  nature  of  man  is  fuch,  that  the  more  he  grows  in  wealth,  the  more  the  de- 
fire of  fpending  it  increafes.  Thus  the  fund  provided  for  unforefeen  emergencies,  is 
infenfibly  incorporated  with  that  which  is  appropriated  for  the  current  fervice  of  the 
ftate. 

Nothing  however  is  more  certain  than  that  in  time  of  war,  far  greater  fums  are 
required  than  any  people  can  pay,  without  cbntradling  debts. 

Is  it  not  then  indifpenfibly  neceflary,  either,  \mo^  To  have  a ium  locked  up  in 
treafure  ? Or,  A fund  appropriated,  to  borrow  upon  in  time  of  war,  which  may 
ferve  to  pay  off  the  debts  in  time  of  peace  r Or,  3//^,  To  borrow  upon  the  flipula- 
tion  of  an  annual  payment,  which  may,  in  a certain  number  of  years,  acquit  both 
ifitereft  and  principal  ? , 

B b b 2 The 
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I have  now  Paid  enough  to  point,  out  the  method  of  borrowing 
money  in  France  at  this  time,  from  which  the  nature  of  the  fecu- 
rity  may  eafily  be  gathered. 

The  Cardinal,  upon  the  fuppofition  of  an  approaching  peace,, 
-enters  into  the  plan  of  paying  off  what  had  been  contra6ted.  He 
was  refolved  to  preferve  credit , for  even  at  that  time,  the  confe- 
quence  of  that  great  engine  was  fufficiently  felt  by  this  great  man, 

to  relieve  the  people,  and  to  get  rid  of  the  debts. 

After  a long  detail  of  all  the  branches  of  the  revenue,  and  after 
Ihewing  how  they  might  be  improved,  he  draws  out  a general  date 
of  them,  and  of  the  debts  affecting  them  j and  then  adds,  “ The 
“ total  revenue  of  the  kingdom  amounts  to  near  8o  millions 
(the  filver  was  then  at  27  livres  10  fols  the  marc  fine,  which,  va-* 
lued  at  2 /.  4 fferling,  makes  the  80  millions  worth  above  6 mil- 
lions fterling)  “ of  which  there  is  above  45  millions  engaged  for 
“ the  debts.  By  good  management  I pretend  that  this  immenfc 
“ load  of  debts,  which  feems  to  be  the  ruin  of  the  King,  fliall 
“ turn  out  to  his  eafe  and  opulence.  Some  imagine  it  would  be  a 
« right  meafure  to  free  the  ftaie  entirely  of  her  burthen,  (a  ge- 
“ neral  fpunge)  but  as  fhe  cannot,  certainly,  fupport  all  the  bur- 
**  then,  fo  neither  does  reafon  dictate  that  fhe  fhould  be  entirely 
“ fet  free.”  No  modern  ftatefman  could  form  a better  judgment 
of  things.  The  CardinaFs  ideas  are  juft  and  profound  ; and  it  is 
aftonifhing  how  a man  uninftruCLed  by  our  experience  fhould  lee 
fo  far  into  remote  confeqiiences. 

He  next  lays  dotvn  different  fchemes  for  paying  the  debts,  upon 
the  return  of  peace  and  tranquillity.  They  are  all  arbitrary,  more 
or  lefs,  according  to  the  ftandard  of  Englifli  ideas  of  credit.  But 
if  we  abftracf  from  one  expedient  lately  difcovered,  to  wit,  the  di- 
minifhing  the  intereft,  and  allowing  the  capitals  to  remain,  I doubt 

The  firil  is  the  plan  of  the  King  of  Pruffia  ; the  fecond  that  of  England  ; the  third 
is,  in  a good  nleafure,  that  of  France:  Holland  borrows  no  more,  and  pays  as  fne 
can  what  (he owes  j Spain  lives  on  her  income;  and  Auftria  remained  in  the  old  way 
till  very  lately,  without  credit,  and  confequently  widrout  much  debt. 


if 
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if  any  modern  flatefman  could  difcover  any  other  than  thofe 
which  the  Cardinal  has  propofed. 

A preliminary  Hep  to  all  his  fcliemes  was,  hy  an  aci  of  ponver^ 
to  reduce  the  debts  which  bore  a higher  intereft,  to  that  of  the 
16  penny,  or  to  a little  more  than  6 per  cent.  This  method  of 
reduthion  has  conftantiy  been  and  is  ftili  praclifed  in  France. 

Then  he  propofes  to  enter  into  an  account  with  the  creditors  for 
the  fums  they  had  received  ; and  to  conlider  whatever  they  had  ob- 
tained above  the  legal  intereft,  as  payments  in  part  of  the  capital. 

This  fcheme  how^ever  he  rejects,  upon  examination.  He  fays  it 
is  agreeable  to  equity  ; but  that  it  would  have  the  elFect  of  totally 
deftroying  all  credit  for  the  future. 

The  fecond  expedient  was,  to  reimbuiTe  the  creditors  the  fums 
which  they  reallf  paid  for  the  annuities  affigned  to  them : but  that 
he  found  impoffible  to  verify  ; becaufe  they  had  had  the  addrefs  to 
fpecify,  in  their  contracts,  fums  far  exceeding  what  they  really 
paid.  For  this  reafon  he  rejects  the  fecond  expedient  alfo ; and 
adopts  a third,  as  the  bell  plan  of  any  for  paying  off  the  debts. 
This  was,  to  value  the  capitals  at  what  they  then  fold  for  in  the 
market,  before  the  peace  was  concluded. 

This  method  appeared  to  the  Cardinal  the  moft  equitable,  at 
leaft  he  fays  fo,  and  the  only  one  practicable  ; but  in  my  opinion 
it  was  the  moft  arbitrary  of  the  three  ; the  moft  liable  to  abufe, 
and  the  moft  oppofite  to  the  principles  of  public  credit,  as  at  pre- 
fent  eftabliflied : and  yet  it  is;a  thought,  which,  when  conducted 
with  jufticx,  may  upon  fome  occafions  anfwer  excellent  purpofes, 
as  I fhall  obferve  in  a proper  -place. 

Had  he  adopted  the  firft  expedient,  of  afcertaining  the  value  of 
the  real  advance,  there  was  an  appearance  of  juftice  ; becaufe  the 
•creditors  w:ere  thereby  reprefen  ted  as  uiurers  5 and  by  repaying 
them  what  they  had  advanced,  by  the  enjoyment  of  an  income 
above  the  legal  intereft,  he  treated  them  with  more  indulgence 
tlian  the  laws  allow  between  private  pcrions : but  when  money 
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was  borrovv'cd  in  time  of  war,  a liiglaer  intereit  flioiild  have  been 
allowed  for  it  than  in  time  of  peace,  when  it  was  to  be  paid  off  ; 
2,Tid.  therefore  to  take  the  ftandard  or  peace,  in  leckoning  with 
the  creditors  who  had  lent  in  time  of  war,  was  an  evident  in- 


jnflice. 

Gould  he,  according  to  the  fecond  fcheme,  have  difcovered  ex- 
■ acfly  the  hims  which  had  been  paid  for  the  annuities  given,  and 
offered  reimburiements  upon  that  footing,  lefs  could  have  been 
faid  againfl;  it ; becaufe  the  mentioning  more  in  the  contraff  than 
what  had  been  paid,  was  a palpable  fraud  againft  the  King. 

The  third  method,  which  the  Cardinal  approves  of,  contains 
this  piece  of  great  injuftice,  that  the  antient  creditors  of  the  date 
who  had  paid  1 2 years  purchafe  for  their  contradls,  that  is,  thofe 
who  had  lent  at  about  8 per  cent,  might  by  this  fcheme  be, paid  off 
wdth  one  half  of  what  they  originally  paid.  If  it  be  anfwered, 
that  nothing  is  worth  more  than  what  it  can  bring ; I anfwer,  that 
it  may  be  worth  more  than  what  it  can  bring  at  a particular  time. 
During  a war,  an  annuity  which  had  been  bought  at  12  years  pur- 
chafe in  time  of  peace,  will  fall  to  five,  providing  annuities  can 
then  be  bought  at  that  rate.  The  new  loans  conftantly  regulate 
the  value  of  the  old  capitals ; but  upon  a return  of  peace,  they 
will  rife  to  the  original  value. 

Another  injuftice  here  was,  that  a miniffer,  by  borrowing  a furn 
at  a very  high  intereft,  at  a time  he  wanted  to  fet  a value  on  the 
capitals,  might  fink  this  value.  And,  in  the  third  place,  the 
greateft  injuftice  of  all  confifted  in  this,  that  the  Cardinal  had  no 
thoughts  of  any  reimburfement,  as  we  fiaall  fee  by  what  follows. 

There  was,  at  this  time,  one  clafs  of  annuities  conftituted  at 
■8  per  cent.  Thefe  he  propofed  to  reduce  to  6 per  cent,  as  above,  by 
his  preliminary  operation.  Such  annuities  fold  at  that  time  , for 
five  years  purchafe.  Thefe,  fays  the  Cardinal,  w muji  fix  at  that 
-oalue  ; and  by  allowing  the  proprietors  to  enjoy  them  for  7 1 years, 
the  capital  and  intereft  will  be  paid  off. 


Other 
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Other  annuities  conftituted  upon  the  taille  fold  for  fix  years  pur- 
chafe,  which,  by  the  fame  rule,  were  to  be  paid  olF  in  8 4.  years. 

The  annuities  and  other  debts  charged  at  this  time  upon  the 
tailkdloi'iC,  amounted  to  26  millions  a year;  and  by  this  fcheme, 
tiie  whole  was  to  be  paid  off  in  8 i-  years., 

Befides  thefe,  there  were  engagements  upon  other  branches  ^ 
of  the  revenue,  which  fold  at  different  prices.  All  were  to  be  fet 
upon  a,  proportional  footing.  The  annuities  which  fold  the  dearefts- 
were  at  74.  years  purchafe,  which  were  to  be  paid  in  ii  T years. 

Thus,  by  the  Cardinal’s  fcheme,  the  debts  of  France,  which  at 
this  time  bore  an  intereff  of  about  45-  millions,  w’ere  entirely  to  be- 
paid  off,  in  about  12  years,  without  any  new  impofition ; and- 
when  that  was  concluded,  the  lands  were  to  be  difcharged  of  26. 
millions  of  yearly  tmlk,.  near  two  millions  fterling,  and  the  King, 
was  to  have  a clear  revenue  of  53  millions,  or  about  4 millions  of 
our  money,  which  with  the  2 <5  millions  taken  off  the  tailk,  make- 
7P  millions  the  total  amount  of  the  French  revenue  at  that  time.. 

I ffiall  now  point  out  the  characterifiic  differences  between  the: 
principles  upon  which  the  credit  of  England  and  France  were  efta^r 
blifiied,  at  the  two  periods  of  which  we  have  been  fpeaking.. 

Had  two  fuch  writers  as  Davenant  and  Richlieu  been  to.-be.  met 


with  in  the  fame  age,  and  at  a time  when  England  and;  France' 
were  engaged  in  contracting  debts,  the  contraft  v/ould;  have  been 
ftronger  ; but  as  it  is,  it  fuits  out"  purpofe.  The  debts  contracted  in 
France  from  17.08,  when  credit  fell,  to  the  end  of  the  war  in 


1714,  were  in  confequence  of  rapine  and  extortion,  as  in  Rich- 
iieu’s  time:  and  the  operations  upon  them,  after  the  peace  of 


Utrecht,  refemble.  thofe  of  R.ichlieii  in  fome  very  material  circum- 


fiances.  Such  as,  imo,  That  ail  the  debts  were  then,  by  an  a<5t  of 
power,  put  at  4 per  cent,  without  any  regard  to  the  original  ftipu- 
iations.  Q.do,  That  what  the  Cardinal  defpaired  of  accomplifhing, 
the  Regent  undertook,  and  executed,  at  a great  expence  to  the 
King,  and  with  great  injuftice  to  many  individuals. 


He 
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He  eftablilRed  a commiffion,  called  the  >vifa,  to  inquire  into  Ae 
unfunded  debts,  which  amounted  to  600  millions.  His  intention 
was,  to  difcover  the  effective  fums  which  had  been  paid  for  the 
grounds  of  debt.  The  moft  favourable  dalles  of  thefe  debts  con- 
fifted  in  arrears  of  pay  to  the  arm^q  indemnities  for  pillage,  and 
the  like,  conftituted  by  notes  iRued  from  the  office  called  the 
extraordindires  des  guefres,  which  were  dnuinilhed  j- ; the  tccond 
clafs  was  diminiffied  4 ; the  third  clafs  4 ; and  the  lad  of  all, 
fums  due  to  brokers,  ufiirers,  ■&€.  were  diminiflied  4. 

But  alas  ! there  Was  not  the  lead;  fhadow  of  juiiiee  in  this  opera- 
tion ; becaufe  long  before  the  vifa  was  eftabliihed,  moll  of  the 
grounds  of  thofe  debts  had  circulated  fi’om  hand  to  hand,  under 
the  greatell  difcredit  : fo  that  the  real  fufferers  were  then  beyond 
the  reach  of  the  indemnity  offered  ; and  the  ufurers  and  brokers 
who  had  bought  them  up,  were  thofe  who  made  fortunes  by  them. 
The  Cardinars  plan  of  paying  at  the  felling  price,  would  have 
proved,  in  this  f articular  cafe,  more  rational,  and  more  according  to 
equity,  than  any  other;  fo  greatly  do  circumiTances  influence  our 
decilions  in  all  political  matters  ! 

By  the  600  millions  were  reduced  to  250  millions,  and 

put  at  4 per  cent,  like  all  the  other  debts.  No  plan  was  propofed  at 
firfl  for  paying  off  the  capitals  ; but  a liim  was  appropriated,  though 
very  ill  paid,  for  difcharging  the  intereft.  W e have  difcuffed  fuf- 
ficiently  the  famous  operations  of  the  Miffifippi  ; by  tvhich  an  at- 
tempt was  made  to  throw  the  whole  national  debt  on  the  company 
of  the  Indies  ; and  we  have  feen  how  it  fucceeded. 

The  diRance,  therefore,  of  Riclilieu’s  time,  from  Davenant.’s, 
occafions  very  little  deception  in  comparing  the  principles  of 
Erench  and  Englifli  credit ; and  when  we  come  to  examine  the  pre- 
fent  Rate  of  that  queflion,  I am  afraid  we  ffiall  find,  in  France, 
enough  of  the  old  lyRem  Rill  remaining,  to  verify  my  obfervation, 
that  the  French  have  the  advantage  in  paying  their  debts ; the 
Engiiili,  in  contrading  them.  Where  the  balance  of  advantage 
may  lie,  will  be  the  fubjecl  of  more  fpeculation. 
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The  firft  effential  difference  I find  between  the  credit  of  France 
and  that  of  England,  in  the  two  periods  we  are  confidering,  relates 
to  the  coin.  In  the  firft,  the  value  of  it  had  been  very  well  pre> 
ferved : no  confiderable  alteration  had  been  made  upon  it,  from 
1602  to  1636,  that  the  Cardinal  raifed  the  denomination  of  the 
marc  of  fine  filver,  from  22  livres  to  27  livres  10  fols,  as  has  been 
faid.  Whereas  from  the  revolution,  until  the  eftabliftiment  of'  the 
bank  in  1695-,  the  coinhd^A  fufferedin  England  a debafement,  from 
clipping,  of  near  50  per  cent.  This  circumftance,  more  than  any 
other,  affeaed  the  credit  of  England,  and  increafed  the  expence 
of  King  William’s  war.  In  Richlieu’s  time,  circulation  and  trade 
had  made  more  progrefs  in  France  than  in  England  at  the  time 
Davenant  lived.  The  revenue  left  by  Henry  the  Fourth  was  double 
to  that  of  England  at  the  revolution ; and,  in  general,  the  income 
of  the  Kings  of  France  had  far  exceeded  that  of  the  Kings  of 
England,  for  many  reigns  before  that  of  the  great  Henry.  Bor- 
rowing alfo,  upon  a fixed  and  permanent  intereft,  had  been  known 
in  France  fo  far  back  as  Francis  the  Firft. 

That  Prince  was  the  firft,  I find,  who  contraded  -a  regulai; 
debt,  at  perpetual  intereft,  upon  the  town-houfe  of  Paris,  at  about 
8 f£r  cent,  when  the  legal  intereft  in  England,  under  his  contempo- 
rary Henry  the  Eighth,  was  i o per  cent. 

The  predeceffor  of  Francis,  Louis  XII.  had  of  grofs  revenue, 
charged  with  his  debts,  which  eat  up  near  one  half,  above 

2.500.000  /.  fterling.  Dutot,  Reflex.  Pol.  Vol.  1.  p.  204.  Francis  I. 
left  to  his  fuccelfor  in  1546,  a grofs  revenue  of  2,685,314  /.  fterling, 
and  of  nett  income  2,287,99^  according  to  Dutot  and  M.  de  SullL 

Under  Henry  II.  and  Francis  II.  the  grofs  revenue  flood  at  about 

2.618.000  /.fterling. 

Under  Charles  the  IXth,  I have  not  been  able  to  difeover  any 
tiling  which  can  be  relied  upon  : but  his  fucceflbr  Henry  III.  ac- 
cording to  Sulli,  had,  in  1581,  a revenue  of  3,250,000  1.  fterling, 
and  left  only  about  16  millions  of  livres  of  debt,  which  was  no 
great  fum. 

.VOL.  IL 
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To  this  Henry  IV.  fucceeded  ; and  by  the  capacity  and  unwea- 
ried application  of  his  great  minifter  M.  de  Sulli,  it  was  raifed  to 
above  fix  millions  Rerling,  at  the  beginning  of  the  reign  of  Louis 
XIII.  This  revenue,  by  his  wars  and  expences,  was  left  greatly 
incumbered  ; but  Rill  the  taxes  were  eftabliflied  which  brought  it 
in ; and  fo  early  in  the  reign  of  his  fucceflbr  Louis  XIV . as  the 
year  1683,  his  revenue  extended  to  nolefs  than  9,182,-914  /.  fterling, 
according  to  Dutot.  Reflex.  Pol.  Voi.  II.  p.  256"^. 

Let  any  man,  acquainted  in  the  ieafl;  with  the  hiftory  of  Eng- 
land, examine  the  fixed  revenue  there,  under  Henry  VII.  and  VIIL 
Edward,  Mary,  and  Elizabeth,  and  their  fucceflbrs,  down  to  the 
revolution  ; and  they  will  evidently  fee  the  great  difproportion  of 
wealth,  proceeding  from  taxes,  in  the  one  and  the  ocher  kingdom . 

From  thefe  faffs  I conclude,  that  debts  and  taxes  in  France  were 
much  more  familiarly  known  in  Richiieu^s  time,  than  poflibly  they 
could  be  in  England  when  Davenant  wrote. 

Public  credit  had  long  grown  up  in  that  kingdom,  under  the 
hard  influence  of  regal  power  r whereas  in  this  it  had  fprung 
up  lately,  under  the  proteflion  of  liberty,  and  a moft  limited  au- 
thority. 

To  that  caufe  I aferibe  the  difference  we  find  between  the  prin- 
ciples of  Englifli  and  French  credit  and  to  an  effect  fimilar  to  the: 
caufe  I aferibe  the  gigantic  fteps  by  which  Britain  has  outflripped 
her  powerful  rival  in  the  eftablifliment  of  her  credit,  fince  the  be- 
ginning of  this  century. 

It  is  folly  to  prophecy,  I know ; but  I may  be  allowed  to  con- 
jeclure,  that  the  fame  caufes  which  have  raifed  the  credit  of  this, 
nation  to  fuch  an  amazing  height,  will  either  force  the  French 
fiom  their  old  principles,  or  they  will,  fome  time  or  other,  bury 
her  credit  in  the  dull. 


iriad  one  half  of  the  aefts  of  power  been  exerted  with  us,,  which 
have  been  fo  familiar  in  i-' ranee  1 had  half  the  liberties  been  taken. 


* Thefe  fums  are  ali  converted  into  fterling,  according  to  the  value  of  the  French- 
iivre  at  the  diferent  periods  here  mentioned^ 
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in  tampering  with  the  daims  of  creditors a total  bankruptcy 
would  long  ere.  now  have  been  the  confequence : but  in  Britain 
eiedit  is  young ; and  has  been  tenderly  reared.  In  France  ihe  is 
old,  and  has  been  aceuftomed  for  many  ages  to  rougher  ufage. 
But  example  works  wonderful  effeds,  efpecially  when  nations  live 
together  in  this  great  European  fociety ; and  the  advantages  of  a 
fecurity  to  be  depended  on  will  every  day  more  and  more  engage 
the  money’d  intereft  to  prefer  this  to  any  violent  and  precarious 
profits. 

How  nicely  does  not  Daveriant  employ  political  arithmetic,  in 
order  to  make  true  eftimates  of  the  taxes  to  be  impofed,  and 
appropriated  for  a.  term  of  years,  for  extinguifliing  principal 
and  intereft  ? How  exadly  has  not  the  account  between  the  Hate 
and  the  bank  been  carried  on  from  1 695,  ,to  this  day  f How  faith- 
fully have  not  all  parliamentary  engagements  been  obferved? 
When,  in  1749,  a mod  natural  operation  was  performed,  to  reduce 
the  intered  of  the  debt  of  Great  Britain,  by  gentle,  deps,  from 

4 to  3 fer  cent,  what  an  outcry  did  it  not  make,  although  an  alter- 
native was  left  to  the  creditors,  either  to  receive  ail  actual  reim- 
burfement,  or  to  accept  of  the  new  terms  i The  credit  of  Great 
Britain  mud  have  appeared  to  France  in  the  light  of  a pettilh  child, 
educated  in  the  houfe  of  a too  indulgent  parent ; her  own  is  not 
treated  wnth  fuch  gentlenefs  ; and  when  our  money-jobbers  try 
their  hand  at  Paris,  and  meet  with  difappointments  from  unex- 
pected acts  of  council;  to  prevent  the  laugh  going  againd  them, 
for  truding  to  the  credit  of  France,  they  turn  it  off  by  a jed,  and 
pretend  that  they  were  only  playing  as  at  the  Groom-Porter’s,  or  in 
Change-Alley. 

In  a word,  what  would  totally  ruin  the  credit  of  England,  does 
not  equally  affeCt  that  of  France.  An  act  of  power  there,  no 
doubt,  throws  a damp  upon  it  for  a time  ; and  if  that  adl  of  power 
takes  place  at  a critical  jundfure,  it  may  cod  her  very  dear ; as  it 
has  lately  cod  her  the  continent  of  North  America ; which,  I think, 
was  fold  ibr  32  millions,  withheld  from  her  creditors,  for  a fliort 

5 C c c 2 time. 
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time,  in  the  end  of  1759-  But  this  aft  of  power,  and  many  others 
fince,  have  not  ruined  the  credit  of  France : many  truft  her  ftill ; 
only  thofe  who  purchafe  in  her  funds,  at  prefent,  take  about  ^ fer 
cent,  off  from  their  intereft,  as  a premium  for  the  infurance  of  her 
good  faith,  until  Ihe  recovers  her  mercantile  reputation 


CHAP. 

Of  the  prefent  fiate  of  public  Credit  in  Great  Britain-. 

i. 

WE  have,  in  a preceeding  chapter,  given  a general  view  of  the 
Rate  of  public  credit  in  England,  at  the  end  of  the  laft  cen- 
tury. In  this,  I fhall  briefly  run  through  the  rnofl:  remarkable  revo^ 
lutions,  both  in  fentiments  and-events,  which  have  fueceeded  fince 
that  time. 

At  the  revolution  the  revenue  of  England  was  about  two  miliions^ 
flerling,  affeffed  by  two  debts.  The  firfl  was  called  the  bankers^ 
debt,  contracled  by  Charles  II.  and,  by  letters  patent,  charged  upon 
his  hereditary  excife,  ter  the  amount  of  lapwaru’s  of  i 300  000  /. 
This  debt  v/as  reduced  to  one  half,  fn  the  laft  years  of  King  Williamj 
and  put  at  6 per  cent,  perpetual  annuity,  to- commence  from  i 7o6i 
The  other  was  a debt  of  60,000  /.  due  to  that  Prince’s  fervants,  ne- 
glefted  to  be  paid  by  his  fucceftbr,  and  difeharged  after  the  revo- 
lution. - 

At  the  peace  of  Ryfwick,  the  national  debt  amounted  to  about 
20  millions.  The  branches  of  taxes  fubfifting  at  the  revolution,  and 
eontinued  till  then,  produced  no  more  than  about  800,000  L y but 

* Money  Invefted  in  the  French  funds,  annoL\  ']66i  will  bring  the  purchafer  6 per 
ant.  This  1 confider  as  4 per  cent,  for  the  interefl-,  and  2 per  cent,  premium  for  the 
liik  and  were  fhe  nev/  to  borrov/  any  confiderable  fums,  I fupgofc  the  infurance  would' 
rife  m proportion. 

by 
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by  additional  taxes  laid  on  in  the  reign  of  King  William,  the  whole 
reven\ie  extended  to  3 355  499 1-  of  which  above  one  million  was  to 
ceafe  before  1700,  as  has  been  laid.  This  reduced  the  revenue,  at 
the  beginning  of  Queen  Anne’s  reigib  to  nearly  what  it  had  been 
at  the  revolution:  out  of  which  if  wededuft  the  intereft  of  the  na- 
tional debt  then  fubfifting,  and  the  expence  of  the  civil  lift,  we  fhall 
difcover  the  extent  of  the  funds  prepared  for  engaging  in  the  war 
with  France  ; and  then  by  comparing  the  ftate  of  the  nation  at  her 
fucceflion,  with  what  it  was  at  her  death,  we  ihall  form  a general 
notion  of  the  progrefs  of  credit,  debts  and  taxes  in  England  duiing 

that  peric^. 

The  revenue'  of  England  at  the  acceffion  of  Queen  Anne  may  be 

flated  at  about  - - “ ” ■ “ “ £ 

The  debts  fubfifting  on  the  31ft  of  Decem- 
ber 1701,  were  - - " “ £ 6 748  780- 

Upon  which  the  annual  intereft  was-  - 5^^  1^5^ 

Queen  Anne’s  civil  lift  * „ - - 600  000 

Which  two  fums  amounting  to  - - i 166  i 6f 

Being  dedua:ed  from  the  revenue,  there  will  remain 

for  the  current  fervice  of  the  ftate  - - - 1^05835: 

What  the  exaA  amount  of  the  revenue  of  England  was  at  the 
death  of  the  Queen,  I cannot  juftly  fay.  But  as  it  may  be  compre- 
hended under  the  three  general  branches  of  cuftoms,  excifes,  and 
other  inland  duties,  we  may  form  a guefs  at  it„  though  imperfeaiy 
1 allow,  from  the  number  of  articles  in  each 

At  her  acceffion,,  the  cuftoms  comprehended  fifteen  articles ; at 
her  death,,  they  amounted  to  thirty-feven  r at  her  acceffion,.  the  ex- 
cifes comprehended  ten  articles  j at  her  death,  they  amounted  to 
twenty-feven at  her  acceffion,  the  other  imand  duties  comprehended 
sight  articles  5 at  her  death,  they  amounted  to  fixteen,  including, 

* The  Queen  got  from  parliament  700,000!.  for  her  civil  lift;  but  fire  imme.- 
sEateb  ordered  100,000 1.  to  be  annually  paid  to  the  ufes-or  the  war-.. 
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the  land  tax,  then  become  in  a manner  perpetual,  although  laid 
on  from  year  to  year. 

At  her  acceffion,  the  public  debts  amounted  (as  above)  to  near 
feven  millions,  at  her  death  they  exceeded  fifty  millions. 

In  fourteen  years,  from  the  revolution  to  her  acceffion,  the  mo- 
ney granted  by  parliament,  partly  raifed  on  the  fubje<T,  and  partly 
borrowed,  or  taken  credit  for,  according  to  the  cuftom  of  the  times, 
amounted  to  above  fifty-five  millions.  During  the  13  years  of 
Queen  Anne,. the  money  granted  by  parliament  raifed  on  the  fub- 
je6t,  or  borrowed  as  above,  amounted  to  upwards  of  80  rhillions. 

By  this  general  Iketch  I do  not  mean  to  enter  into  exadf  details ; 
fa6ls  muft  be  fought  for  in  books  which  treat  of  facts  ; our  chief 
object  is  to  examine  the  principles  upon  which  the  public  credit 
was  fupported,  let  the  exadt  fum  of  money  raifed  be  what  it  will. 

The  expence  s of  the  French  war  firft  engaged  the  nation  to  re- 
vive thofe  taxes  which  had  been  fupprefied  j and  to  impofe  many 
others  for  a confiderable  number  of  years,  in  proportion  to  the  mo- 
ney borrowed  upon  them,  according  to  the  principles  of  the  former 
reign. 

In  1702,  intereft  was  fo  low,  that  government  got  money  at  5 
‘percent.  It  continued  fo  till  1704,  when  fome- loans  began  to  be 
made  at  6 -per  cent,  and  at  this  rate  it  flood  during  the  war. 

But  in  1 706,  the  exigencies  of  government  were  far  greater  than 
what  all  the  money  to  be  borrovred,  or  raifed  on  the  fubje^T,  could 
fupply.  This  opened  a door  to  the  abufe  of  paying  the  growing 
deficiencies  upon  the  taxes  with  exchequer  bills,  chargeable  on  dif- 
tant  funds.  Thefe  fell  conftantly  to  great  difcountj  and  the  un- 
happy  fervants  of  the  ftate,  who  received  them  in  payment,  w^ere 
obliged  to  diipofe  of  them  to  people  who  could  wait  for  an  ufuripus 
reimburfement  by  parliament. 

When  thofe  exchequer  bills  had  once  got  into  the  hands  of  the 
monied  people,  they  had  intereft  with  government  to  engage  the 
bank  to  circulate  them  at  6 percent,  intereft:  but  as  the  funds  upon 
which  they  were  fecured  happened  at  that  time,  1706,  to  be  en- 
gaged 
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gaged  for  difcharging  debts  previoufly  contraded,  the  bank,  dur- 
ing that  interval,  could  receive  no  payment  of  this  interetl  of  6 per 
sent,  fo  the  expedient  fallen  upon,  was  to  pay  the  bank  compound 
intereft  for  all  the  tallies  and  bills  they  were  to  difcount,  until  the 
funds  appropriated  ftiould  be  relieved. 

This  expedient,  bad  as  it  was,  and  burdenfome  to  the  ftate  in  the 
higheft  degree,  pro\^ed  of  infinite  fervicc,  both  in  eftablilhing  the 
credit  of  exchequer  bills,  and  relieving  thofe  who  received  payment 
iathem. 

This  operation  was  quite  fimiiar  to  thofe  of  banks  of  circulation 
upon  mortgage.  The  bank  of  England  rvas  here  employed  in  con- 
verting into  money  exchequer  bills,  fecured  upon  the  faith  of  go- 
vernment. Banks  upon  mortgage  convert  into  money  the  property 
of  individuals,  u{K)n  private  fecurity.  Had,  therefore,  banks  upon 
mortgage  been  eftablifhed  in  England  at  this  time,  all  thofe  who 
had  property  would  have  got  credits  from  them,  and  would  haye 
been  enabled  thereby  to  pay  their  taxes,  and  carry  on  their  induftry,. 
without  diminifhing  their  confumption.  The  exchequer  would  then 
have  had  nooccafion  to  ifilie  difcredited  bills  and  tallies  for  making 
up  deficiencies becaufe  taxes  would  have  been  produclive,  and 
the  fiate  would  have  been  relieved  of  this  exccffive  burden  of 
intereft  at  6 per  cent,  accumulated  quarterly  in  favour  of  the  bank. 

What  extraordinary  profit  mull  have  accrued  to  the  bank  by  this 
operation,  every  one  mull  perceive. , They  w'-ere  not  here  procuring 
funds  to  lend  at  a great  expence  ; all  they  did  was  to  augment  the 
quantity  of  their  paper  upon  government  fecurity;  which  they 
knew  well  would  be  fuipended  in  the  common  circle  of  payments 
within  the  country;  and  the  public  borrowings  were  fufticient  to 
furnifti  credit  for  the  fiims  fent  out  of  the  country.  In  this  view 
we  may  conclude,  that  almoft  the  whole  accumulated  intereft  paid, 
was  pure  profit  to  the  bank,  and  a greajt  augmentation  of  the  na- 
tional debt. 

This  operation  of  the  bank  in  ryo^,  did  not  prevent  fubfequent 
deficiencies,  in  the  payment  of  the  navy,  army,  ordnance,  and  of 
g many 
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many  other  articles.  In  1710,  they  amounted  to  above  nine  mil- 
lions Rerling.  This  was  too  great  a fum  to  be  borrowed ; and  the 
bank  durft  not  venture  to  difeount  more  than  what  domeftic  circu- 
lation could  fufpend:  fo  that  after  this  great  debt  had  circulated 
upon  the  discredited  obligations  which  had  been  iflued  for  it,  and 
in  that  way  had  fallen  again  into  the  hands  of  monied  people,  at 
30  and  40  per  cent,  below  par,  the  new  proprietors  of  it  were  all  in- 
corporated into  one  great  company,  with  a governor  and  direcflors, 
who  got  6 per  cent,  for  the  whole  capital,  with  an  allowance  of 

8000 1.  a year  for  charges  of  management. 

Thus  all  the  real  creditors  for  thefe  deficiencies  loft  the  difeount ; 
the  monied  people  gained  it,  and  the  public  paid  for  all. 

When  credit  is  in  this  languid  ftate,  every  expence  of  government 
rifes  in  proportion  to  the  diferedit  of  the  paper  with  which  they 
pay,  till  at  laft  the  whole  fum,  with  intereft,  accumulation,  and 
expence,  falls  upon  the  ftate,  as  if  every  farthing  of  it  had  been 
frugally  expended  in  ready  money. 

This  is  a general  view  of  the  ftate  of  credit  in  Queen  Anne’s  reign* 

Government  had  not,  as  in  the  former  war,  the  inconveniences 
flowing  from  the  diforder  in  the  coin  to  combat  with.  Thefe  contri- 
buted more  than  any  other  circumftance,  to  raife  the  capital  of  the 
debts  at  the  peace  of  Ryfwick.  • Circulation,  too,  was  confiderably 
augmented,  in  confequence  of  the  increafe  of  taxes,  public  debts, 
and  the  operation  of  the  bank  in  circulating  exchequer  bills  and 
tallies.  Yet  money  was  ftill  Scarce,  in  comparifon  of  what  it  might 
have  been,  had  proper  methods  been  contrived  to  preferve  it  upon 
a level  with  the  occafions  for  it. 

The  incorporation,  alfo,  of  nine  millions  capital  in  the  hands  of  a 
corporation,  which  afterwards  was  called  the  South  Sea  Company, 
was  an  alTiftance  to  public  credit,  by  increafing  a monied  intereft,  the  . 
principal  view  of  which  was  to  fill  the  government  loans,  on  the 
lucrative  conditions  offered  for  them.  And  laft  of  all,  the  ftrictly 
adhering  to  the  public  faith  of  engagements,  without  Seeking, 
by  of  power,  to  indemnify  the  ftate  for  the  lofles  it  had  been 

, obliged 
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obliged  to  incur,  from  the  circumltances  of  the  times,  laid  the 
folid  balls  of  national  credit,  for  the  future. 

Although  the  many  additional  taxes  added  to  the  former  revenue, 
did  not  increafe  it  in  any  proportion  to  the  load  laid  upon  the  fub- 
jeft  during  this  war,  they  ferved,  however,  as  a good  foundation 
for  improvement,  as  foon  as  the  effects  of  peace  reftored  them  to 
their  full  produffion.  But  the  charges  laid  upon  them  having  be- 
come every  year  greater,  government  was  obliged  to  engage  certain 
funds  for  thirty  two  years  to  come,  and  fometimes  longer ; and 
many  branches  of  taxes,  which  formerly  had  been  granted  for 
fhort  terms,  were  then  made  perpetual.  After  the  peace  of 
Utrecht,  the  expences  of  the  Hate  were  greatly  diminillied,  and 
money  began  to  regorge : fo  that  in  the  year  1 7 1 d,  the  firft  foun- 
dation of  the  finking  fund  was  laid,  by  opening  a fubfcription  for 
paying  off  about  ten  or  eleven  millions  llerling,  at  that  time, 
charged  upon  feveral  branches  of  taxes,  the  produce  of  which 
ainpunted  annually  to  724  849  /.  fcerling. 

The  proprietors  of  thefe  debts  were  allowed  to  fubfcribe  into  this 
tiew  fund,  at  an  intereft  of  ^percent,  redeemable  by  parliament  i 
and  in  cafe  the  whole  fubfcription  fliould  not  fill  at  that  rate,  the 
bank  and  South  Sea  company  became  bound  to  make  it  up,  upon 
receiving  a like  annuity  in  proportion  to  their  fubfcriptions. 

The  bankers  debt,  of  which  we  have  fpoken,  the  only  public 
debt  owing  at  the  revolution,  made  part  of  thofe  which  were  to  be 
fubfcribed  for. 

The  taxes  which  had  been  appropriated  for  the  difchargc  of  tliofc 
capitals,  from  temporary,  were  made  perpetual ; with  a claufe 
added,  that  when  the  furplus  of  the  fund,  after  payment  of  intereft, 
had  difcharged  the  capitals  of  all  the  national  debt  due  the  2 5th  of 
December  in  that  year,  the  whole  produce  of  the  fund  itfelf  ftiould 
remain  at  the  diipoial  of  parliament. 

After  this  firft  operation  in  reducing  the  intereft,  the  bank  was 
fatisfied  wdth  a reduction  to  5 per  cent,  of  that  paid  to  them and 

VOL.  IL  D d d they 
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they  began  to  circulate  esciiequer  bills  at  a more  moderate  intereH 

than  formerly* 

Public  credit  was  noy/  daily  gaining  ground.  In  1719,  the  South 
Sea  company,  whofe  capital  was  then  fwelied  to  eleyen  millions  at 
5 fer  cent,  with  a fum  of  9397  L flerling  for  the  expence  of  manage- 
ment, enlarged  their  vie%vs  \ and  finding  great  profits  to  arife  from 
fuch  a fund  under  one  adminiftration,  formed  a project  of  ac- 
quiring a large  fum  of  the  public  debts,  which  remained  outftand- 
ing  upon  the  original  funds  appropriated  for  them. 

For  this  purpofe  they  propofed  to  government  to  acquire,  i.  The 
property  of  above  16  millions  of  redeemable  debts,  bearing  then 
4 and  5 per  cent,  intereft ; and  to  reduce  the  whole  to  4 per  cent,  at 
midfummer  1727.  2.  To  acquire  a fum  of  794000/.  of  an- 

nuities upon  lives,  and  for  long  terms,  as  they  fiiould  agree  with 
the  proprietors,  at  5 per  cent,  upon  the  purchafe-money,  until 
1727  ; and  at  4 per  cent,  afterwards.  Annuities  were  then  valued  at 
fourteen  and  twenty  years  purchafe,  according  to  their  length  r 
they  rofe,  however,  during  the  operations  of  the  South  Sea,  to  25 
and  30  years  purchafe.  3.  They  were  to  have  a fum  added  to  their 
former  allowance  for  the  charge  of  management,  in  proportion 
to  this  augmentation  of  their  flock.  4.  That  for  the  advantage 
which  might  follow  upon  this  agreement  with  government,  they 
were  to  pay  into  the  exchequer  above  feven  millions  flerling,  to- 
ward difcharging  other  national  debts  outftanding.  And  in  the  laft 
place,  they  engaged  to  circulate  a confiderable  fum  of  exchequer 
bills,  and  tp  pay  the  intereft  of  2 pence  per  cent,  per  dieniy  which 
fiiould  grow  upon  them  during  feven  years 

From- 

* After  the  long  and  particular  account  I have  given  of  the  Miffifippi,  I fhall  not 
enter  into  a like  detail,  concerning  a fcheme  which  proceeded  upon  the  very  fame  prin- 
ciples ; to  wit,  the  artificial  raifing  the  value  of  a ftock,  by  promifing  dividends,  out 
of  funds  which  were  no.wife  proportioned  to  theip. 
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From  the  operations  we  have  been  defcribing,  we  perceive,  that 
the  point  of  view  in  England,  from  the  peace  of  Utrecht,  has  always 
been,  to  reduce  the  intereft  of  the  national  debt ; but  never  to  leave 
in  the  hands  of  the  creditors,  any  part  of  the  favings  made,  in  order 

to 

I fliall  therefore,  in  a very  few  words,  compare  fome  of  the  operations  of  the  South 
Sea  fcheme,  with  thofe  of  the  MiiTifippi ; and  in  doing  it,  point  out  the  principal  dif- 
ferences between  them. 

The  great  profits  upon  the  Miffifippi  were  expeflred  from  the  intereft  paid  by  govern- 
ment for  the  great  loan,  the  farms  of  the  revenue,  and  the  profits  upon  their  trade. 

Thofe  of  the  South  Sea  were,  at  fetting  out,  i.  The  profits  upon  their  trade  : 2. 
The  allowance  made  them  : 3.  The  difference  of  receiving  ^ per  cent,  for  the  money 
they  laid  out  in  purchafing  the  public  debts,  when  m.oney  was  at  ^per  cent,  as  it  was 
when  the  fcheme  was  fet  on  foot : and  4.  The  furplus  money  fubfcribed  into  the  flock 
above  par,  in  confequence  of  the  artifices  ufed  to  enhance  the  value  of  it. 

The  feven  millions  they  were  to  pay  to  the  Hate,  feemingly  for  no  value  received, 
I were  a fort  of  compenfation  for  receiving  the  5 per  cent,  for  7 years,  at  a time  when 

I money  was  worth  no  more  than  per  cent. 

Thefe  advantages  railed,  at  firft,  the  value  of  the  original  flock  of  eleven  millions. 
The  confequence  was,  that  the  proprietors  of  the  1 6 millions  of  the  redeemable  debts, 
which  were  to  be  bought  in  when  they  came  to  fubfcribe  their  capitals  into  the  new 
I flock,  tranfafted  them  at  a proportional  difcount;  which  difcount,  being  good  againft 

j the  government  in  favour  of  the  company,  ferved  to  difcharge  proportionally  the  feven 

millions  the  company  was  to  pay.  This  gave  an  additional  value  to  tne  flock  ; and  fo 
I it  rofe,  greatly  indeed  above  that  proportion.  Then  the  company  promifed  a dividend 

of  10  per  cent,  for  one  half  year,  upon  their  capital,  at  midfumm.er  1720  ; this  divi- 
dend was  to  be  paid  in  flock,  which  was  conftandy  rifing  in  its  value ; but  no  infor- 
mation was  ever  given  the  public  concerning  the  funds  which  were  to  produce  this  divi- 
dend j fo  every  one  concluded  that  there  were  hidden  treafures  in  their  hands,  which 
enabled  them  to  promiife  fuch  large  dividends.  Accordingly,  flock  rofe  from  ‘^00  per 
cent,  to  375  ; then  to  400,  and  at  laft  to  icoo  per  cent.  and  in  proportion  as  it  rofe, 

' the  wealth  of  the  former  fubfcribers  augmented  from  the  fjrplus  above  par,  paid  by 

the  latter,  and  thofe  who  fubfcribed  laft,  bore  all  the  lofs  upon  the  blowing  up  ot 
the  fcheme. 

But  one  great  difference  between  the  South  Sea  and  MilTifippi,  was  tnis:  Tnat  in 
France  there  was  abundance  of  money  in  the  hands  of  the  public,  for  purchafing  tne 
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to  diminifli  tiie  capital.  Thefe  favings  have  conftantly  been  thrown 

into  a finking  iuni,  Mfcfid  to  be  intended  for  eKtmgutfttng  the 

capital:  and  were  it  employed..for  that  purpofe  for  a few  years 
cnk  and  not  diverted  to  other  ufe,  I am  perfuaded  the  con.eqnence 

' wonifi 


acdons,  at  the  exorbitant  price  to  which  they  rofe;  but  in  England  there  was  not: 
confequently,  in  France,  the  rate  of  intereft  fell  to  2 per  cent,  and  in  England,  the  great 

demand  for  money  to  borrow,  raifed  it  beyond  all  bounds, 

Thofe  who  fubfcribed  in  money,  paid  down  no  more  tban  \o per  cent,  at  fubfcnb- 
ing  but  became  bound  to  pay,  up  the  remainder.  But  when  the  ftock  tumbled,  pMpd 
were  better  pleafed  to  lofe  the  10  per  cent,  riiey  had  paid,  than  to  pay  up  the  remaining 
90  per  cent,  according  to  the  terms  at  fubferibing.  Thofe  indeed  who  fubfcribed  therr 
former  capitals  ara  vaff  difeount,  did  not  labour  under  the  fame  inconvenience  of  want 
of  money  ; but  that  difeount  became  as  real  a lofs  x.o'th  'em,  as  the  cafh  fubfcribed  be- 
came a lofs  to  the  money  fubferibers,  the  moment  that  thofe  who  were  in  the  Jecret, 
and  who,  by  the  moil  infamous  chain  of  artifices,  had  blown  up  the  public  irenzy, 
began  to  realize- and  fell  out,  and  that  the  whole  was  difcovered  to  be  a cheat.  So  that 
upon  the  whole,  the  Englifii  fcheme  had  much  lefs  foundation  than  the  French.  The 
firft  blew  up  from  an  abfolute  neceffity,  and  for  want  of  any  bottom  at  ad  ; the  laft- 
from  mifconduct,  and  . rather  from  folly  than  knavery  . I retura  to  an  account  of  the 


fcheme. 

The  original  capital  of  the  South  Sea  company,  was  1 1 75®  000/. : the  ledeemabls 
rfebts  they  were  to  purchafe  in,  amounted  to  16  750  000  1.  j and  the  value  oi  the  ir-?- 
redeemable,  or  what  were  called  the  ahfolute  terrns^  was  computed  at  15  058,000 /»■- 
together  31  808  000  I fterling. 

The  proprietors  of  this  original  capital' of  11750000/.  confulted' their  own  ad- 
vantage only,  in  purchaEDg  in  this  large  fum  of  debts,  which  were  to  be  converted 
into  additional' ftock  ; and  therefore  founded  very  high  the-  great  advantages  of  fuch  a 
transformation  of  them.;  into.  From  the  profits  of  the  trade,  v/hich  they  w'ere  to  en- 
]oy  exclufively.  And,  zdr.  From  the  great  addition  to  their  vrealsh,  from  the  coor- 
ftant  rifing  in  the  price  of  their  ftocE.  They  carried  their  views  to  nothing  lefs  than 
obtaining  a majority  in  the  Houfe  of  commons,  by  the  weight  of  their  wealth,  and  of 
becoming  the  abfolute  rulers  of  the  natiom 

The  public  being  from  the  beginning  intoxicated  with  fuch  ideas,  fubferiptions  for 
feock  were  opened  at  zoo  per  tcB/.  above  par;  and  fome  of  the  proprietors  of  the 
3 i 808  OGO  L fubferibetf  at  fi'rft  their  capitals  at  a proportional  difeount ; that  is,  they 
Q m ad^ 
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•would  be,  to  reduce  interefl  in  England  lower  than  ever  perhaps 
it  has  been  feen  in  any  nation.  That  interefl;  may  be  reduced,  by 
making  money  regorge  in  the  hands  of  the  lenders,  is,  I think, 
an  uncontroverted  principle : that  by  regorging  in  France,  a^^no  1 720, 
it  reduced  interefl;  to  2 -per  cent.  is.  a fact  indifputable.  l.fhall  not 
pretend  to  fay  pofitively,  that  the  total  appropriation  of  the  finking 
fund,  and  an  augmentation  upon  annual  grants,  to  make  up  the 
void,  would  in  Great  Britain  work  this  effecT  in  a few  years  ; but 
I think  it  is  very  probable  that  it  would  : and  if  the  domeftic  cre- 
ditors, in  any  hate,  where  debts,  due  to  fir  angers,  are  fwelled  to  fuch 
a height  as  to  exceed  the  whole  profits  maae  upon  trade,  mall  by 


made  over  a debt  of  100/.  for  South.  Sea  ftoek  ; and  focceffiveh,  the  fub- 

fcripfion  rofe  to  1000  per  cent.  Thefe  immenfe  profits  being  incorporated  into  the 
oains  of  the  general  flock,  were  proportionally  fiiared  by  the  fubfcnbers  themfelves, 
who  became  proprietors;  and  the  higher  the  flock  rofe,  the  more  thefe  gains  aug- 
mented.  This  influenced  the  infatuation  ; and  the  dividends  augmenting  in  propor- 
tion to  the  pnce  of  fubfcription,  there  appeared  no  end  of  the  fifing  of  the  flock. 

The  firft  dividend  offered,  as  has  been  faid,  was  jo  per  cent,  half-yearly,  in  ftock^: 
this  was  afterwards  converted  into  no  lefs  than  per  cent,  in  money,  for  that  hair- 
year  : and  when  flock  rofe  to  1000,  a dividend  of  no  lefs  than  50  per  cent,  per  annum, , 

in  money,  was  promifed  for  twelve  years  to  come. 

Had  flock  rifen  to  2000  per  cent,  the  dividend  could  have  as  eanly  been  carried  .to  s 

j oo  pe-r  cent,  per  a-nnum,  as  it  had  been  to  50  per  cent,  when  at  1000. 

But  whence  was  this  dividend  to  be  paid  ? The  company  and  the  diredors  took 
good  care  never  to  give  to  the  public  any  light  as  to  that  particular. 

To  prevent,  therefore,  fuchabufes  in  the  fifing,  of  the  South  .Sea,  it  ought  to  have 
been  provided  by  parliament,  that  in  taking  in  flibfcriptions,  and  offering  dividends,  the 
direclors-fliould  have  informed  the  public,  imo.  Of  the  money  owing  to  them  by  go- 
vernment. ido.  Of  the  money  gained  by  the  fubfcriptions  above  par.  And  pto.  Of 
the  profits  upon  their  trade.  And,  on  the  other  hand,  of  the  debts  due  by  them  ; and 

of  the  nett  balance  upon  their  books,  in  their  favour. 

This  would- have  been  fair  dealing.  But  to  pretend  the  neceflity  ofTecrecy,  ii>  a 
point  where  a nation  is  interefted,  was  initfelf  a mere  pretext , i^nd  had  it  been  other 
wife,  it  might  have  been  anfwered,  that  a company  which  is  obliged  to  have  recourfe  to 
fuch  fecrets,  ought  to  be  prevented  from  dealing  with  thofe  who  were  to  remain  igno- 
rant. of  them,  however  deeply  interefted. 


their 
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their  influence,  and  from  a motive  of  prefent  advantage,  obflruct 
a fcheme  of  this  nature ; the  confequence  will  prove,  in  the  firft 
place,  to  difcourage,  and  then  totally  to  extinguifli  commerce,  and 
in  a little  time  to  occafion  an  unavoidable  bankruptcy ; as  fhall  be 
farther  explained  in  a fiicceeding  chapter,  I return  to  the  South 
Sea  company. 

The  propofal  of  the  South  Sea  company,  mentioned  above,  was 
accepted  of,  and  ratified  by  a(5l  of  parliament,  6 Geo,  I.  chap.  4th. 
But  the  difafter  which  befel  credit,  in  confequence  of  the  ambitious 
views  of  thofe  who  were  in-  the  adminiftration  of  that  company, 
prevented  the  nation  from  reaping  all  the  advantages  which  might 
have  proceeded  from  it. 

The  reign  of  K,  George  I.  though  little  diflurbed  by  foreign  wars, 
produced  not  the  fmallefl  diminution  upon  the  capital  of  the  public 
debts  ; and  thofe  which  fubfifted  at  the  peace  of  Utrecht,  flood,  at 
his  death,  at  50  3j'4  953  /.  The  fame  taxes  fubfifted  ; and  every  one 
almoft  was  by  this  time  made  perpetual,  except  indeed  the  land  tax 
and  malt  duty,  which  to  this  day  continue  to  be  annual  grants. 

But  alas  ! this  apparent  revenue,  arifing  from  a multitude  of 
taxes,  was  of  no  ufe  towards  defraying  the  fmallefl  extraordinary 
expence  of  government.  Every  article  of  it  was  engaged  for 
debts  ; and  the  operations  for  reducing  the  intereft  were  calculated 
only  to  produce  a fund  for  difcharging  the  capital.  The  civil  lifl, 
indeed,  that  is  to  fay,  the  expence  of  civil  government,  exclufive 
of  army,  navy,  ordnance,  and  incidental  articles,  was  paid  from 
the  peimanent  taxes,  and  confidered  as  a charge  upon  them.  But 
were  not  armies  and  navies  then  become  as  regular  an  expence 
upon  every  ftate  in  Europe  as  judges  and  ambafladors  ? Undoubt- 
edly they  were.  Yet  after  the  peace  of  Utrecht,  in  laying  down 
tne  plan  which  iias  conftaiitly  been  followed  ever  fince,  for  defray- 
ing the  regular  expence  of  Britifii  government,  thefe  two  great 
and  unavoidable  expences  were  confidered  as  contingent  only,  and 
provided  for  by  annual  grants : and  becaufe  armies,  in  time  of 
peace,  in  former  reigns,  had  proved  dangerous  to  liberty  from 

the 


I 


OF  POLITICAL  OECONOMY. 


391 


Chap.  V. 

the  abufe  of  power,  they  were  ftill  Gonfidered  in  the  fame  light, 
at  a time  when  liberty  and  trade  were  continually  threatened  from 
their  armed  enemies  and  rivals  abroad. 

\, 

When  the  continuance  of  peace,  in  the  reign  of  George  the  Firfl:, 
had  produced  the  efFeiil  of  reducing  intereft,  on  many  occafions,  to 
3 fer  cent,  the  finking  fund  began  to  gather  llrength.  The  land 
tar,  from  the  year  1722,  had  not  exceeded  two  fhiilings  in  the 
pound  ; and  the  extraordinary  expence  of  government,  according  to* 
the  annual  grants  of  the  13  years  of  his  reign,  did  not  exceed^ 
34  800  000  /.  or  2 670  000  /.  a year. 

Public  tranquillity  was  very  little  didurbed  during  the  nrft  twelve- 
years  of  the  fucceeding  reign  j and  all  the  extraordinary  expence  did 
not  much  exceed  three  millions  per  annum : yet  that  expence,,  fmall 
as  it  was,  compared  with  what  it  has  been  fince,  was  almoft  every 
year  made  out,  by  taking  one  million  at  lead  from  the  finking: 
fund  ; and  in  the  years  of  the  lead;  expence,  fiich  as  1731  and  1732,, 
the  land  tax  was  reduced  to  one  fliilling  in  the  pound,  at  the  ex- 
pence of  taking  two  millions  and  a half  from  the  finking  fund. 

Theie  fteps  of  adminifiration  I neither  cenfure,  or  approve  od 
I mull  fuppofe  every  fiatefman  to  have  good  reafons  for  doing  what 
he  does,  iinlefs  I can  difcover  that  his  motives  are  bad.  May  not 
the  landed  intereft,  who  compofed  the  parliament,  have  infifted 
upon  fuch  a diminution  of  their  load  ? May  not  the  proprietors  of 
the  public  debts  have  infifted  on  their  fide,  that  no  money  out 
of  the  finking  fund  fliould  be  thrown  into  their  hands,  while 
the  bank  was  making  loans  upon  the  land  and  malt  duties  at  3 per 
cent.  ? Might  not  the  people  have  been  averfe  to  an  augmentation  of 
taxes  t When  three  fuch  confiderable  interefts  concur  in  a fcheme,. 
which  in  its  ultimate,  though  diftant  confequences,  muft  end  in 
the  notable  prejudice  of  perpetuating  the  debts,  although  oppor- 
tunities offer  to  diminiih  them,  what  can  government  do  ? They 
muft  fubmit  j.  and  which  is  worfe,  they  cannot  well  avow  their 
reafons. 

Such 


t 


AN  INQXJIKY  INTO  THE  PRINCIPLES  BookIT.  P.4, 

Such  combinations  muft  occur,  and  frequently  too,  in  every 
Rate  loaded  with  debts,  where  the  body  of  the  people,  the  land- 
lords, and  the  creditors,  find  an  advantage  in  the  non-paymennof  the 
national  debt.  It  is  for  this  reafon  that  I imagine,  the  bell  way 
to  obviate  the  bad  confeqiiences  of  fo  ftrong  an  influence  in  par- 
liament, vroiild  be,  to  appropriate  the  amount  of  all  finking  funds 
in  fuch  a manner,  as  to  put  it  out  of  a nation  s power  to  mifapply 
them,  and  by  this  force  them  either  to  retrencn  their  extraoidi- 
nary  expences,  or  to  impofe  taxes  for  defraying  them. 

The  fecoiid  period  of  George  lid’s  reign,  was  from  the  bieaKing 
out  of  the  Spanifli  war  in  1 7 3 9,  to  the  peace  of  Aix-la-Chapehe  in 
1748.  During  thefe  ten  years,  (1748  being  included)  the  extra- 
ordinary expence  was,  upon  an  average,  very  near  feven  millions  j 
and  at  the  end  of  the  year  1738,  the  public  debts  amounted  to 
46  661  767  /.  bearing  i 962  oj' 3 /.  interefl:. 

The  firft  expedient  for  borrowing  money  during  the  w^ar,  was  to 
continue  the  duty  on  fait  for  feven  years ; and  to  mortgage  it  at 
once  for  i 2co  000  /.  according  to  the  old  plan.  To  this  was  added, 
the  expedient  of  lotteries,  and  loans  upon  indeterminate  annuities, 
according  to  the  current  value  of  money. 

An  additional  excife  upon  fpiritiious  liquors,  brought  in  vrhere- 
withal  to  compeniate  thefe  additional  fums  of  interefl  ; and 
the  Eaft  India  'company,  for  lending  one  million  at  3 per  cent, 
upon  this  occafion,  had  their  charter  continued  from  5766  to  1780. 
This  . operation  Talfo  confider  as  an  anticipation  j and  as  it  was  to 
commence  at  the  diflance  of  23  years  from  the  time  of  the  grant, 
could  not  fail  of  being  very  burdenfome  to  the  nation,  however 
convenient  it  might  be  at  that  particular  tiin.e. 

Were  .the  India  company  now,  i^66,  no  purcliafe .the  renewal  of 
their  charter  for  14  years,  what  a fum  might  be  expecled  from  it! 
Yet  the  value  given  for  the  grant  they  then  obtained  did~not  exceed 
go  coo  /.  becaufe  the  other  annuities  of  3 per  ceyit.  were  fold  at  that 
time  for  97  /.  or,  in  the  language  of  the  funds,  at  3 I.  premium 
for  every  100/.  fubfcribed  5 and  this  fo  early  in  the  war  as  1743- 
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The  pradlice  of  borrowing  upon  premiums  had  taken  place  in 
Queen  Anne’s  reign,  and  has  of  late  years  been  very  common. 
The  credit  of  Great  Britain  is  fo  firmly  eftabliflied,  that  in  what- 
ever way  government  inclines  to  borrow,  the  money’d  men  are 
willing  to  lend,  provided  the  loan  be  made  at  the  then  rate  of 
intereft. 

’ To  avoid  therefore  the  eftablifliment  of  funds  at  different  rates, 
in  proportion  to  the  flu<5tuations  of  money,  the  bargain  is  made 
at  one  determinate  intereft.  Suppofe,  for  an  example,  3 per  cent- 
Then;  according  as  it  is  found  to  rife  above  that  rate  in  the  mar- 
ket, a premium  is  paid  out  of  the  money  fubfcribed  ; as  in  this 
cafe  3 /.  w'as  paid  out  of  the  100  L fubfcribed ; that  is,  the  fub- 
fcriber  retained  it,  and  obtained  his  3 /.  annuity,  for  the  payment 
of  97  /.  fo  this  remained  a 3 per  cent,  loan,  inftead  of  being,  as  it 
really  was,  at  3 per  cent,  and  was  fold  and  transferred  as  every 
other  3 per  cent,  -without  occafioning  any  perplexity. 

As  the  war  continued,  intereft  rofe,  from  the  demand  for  money, 
when  the  fUpplies  became  deficient. 

' The  year  following,  viz.  1744,  this  manifefted  itfelf,  by  the  con- 
ditions offered  by  government,  which  were;  That,  of  two  millions 
to  be  borrowed  at  3 per  cent,  as  before,  upon  the  whole  fum^ 
I 500  000  /.  ftiould  be  formed  into  perpetual  annuities,  and  the  re- 
maining 500000/.  into  a lottery,  confiftmg  of  50,000  tickets,  to  be 
fold  at  10  /.  each.  The  original  fubfcribers  to  this  loan  fubfcribed 
therefore  10  /.  for  the  ticket,  and  30 1.  for  the  annuity,  in  ail  40  /.; 
for  which  they  were  to  receive  3 per  cent.  But  the  premium  con- 
fifted  in  this  ; that  every  fubfcriber  for  to  tickets,  that  is,  400  /.  of 
the  total  fund,  had  an  annuity  for  life  given  to  him  of  4 /.  1 0 j. 

This  made  five  thoufand  annuities  on  lives,  of  4/.  lo^-.  each,  or 
22  500  /.  a year  to  be  added  to  the  intereft  of  3 per  tent,  on  the  two 
millions,  that  is,  to  60  000  /.  a year  of  perpetual  annuities.  So  that 
the  vrhole  loan  of  tw^o  millions  this  year  coft  government  82  500  L 
of  intereft,  or  j^^per  cent.',  22500/.  of  which  was  to  extinguiflr 
with  the  lives  of  the  fubfcribers.  ; 
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Now,  if  wefuppofe  thefe  life-annuities  worth  20  years  purchafe  * 
this  was  the  fame  thing  as  if  government  had  given  a deduaion 
of  90  / out  of  the  400  /.  fubfcribed  ; confequently  the  remainder, 
which  was  310  K produced  12  /.  This  makes  the  rate  of  intereft 
upon  the  loan  to  have  been  3.87  per  cent.  And  s-s  government  in- 
clined that  the  loan  fhould  be  made  in  that  v/ay,  the  lenders  were 
willing  chat  it  fhoiild  be  fo  ; and  the  difference  between  3.87  per- 
cent. (the  then  rate  of  money)  and  4 4 intereft,  which  was  paid  by 
government,  was  a linking  fund,  as  it  were,  for  the  gradual  exr 
tinaion  of  the  capital  of  the  lottery  for  900,000  /.  during  the  lives, 
of  the  annuitants,. 

In  1746,  perpetual  or -determinate  annuities  v/ere  conRituted  at 
4 per  cent,  and  the  premium  upon  the  ten  lottery  tickets  was  raifed: 
to  9./.  life-annuity. 

It  would  be  unneceffary  to  trace  the  various  methods  of  com 
triving  the  premiums  given  in  the  fucceeding  years  of  this  war. 
The  principle  upon  which  they  were  regulated  was  always  to  pro- 
portion them  to  the  rate  of  intereft  at  the  time;,  and  the.motive 
was,  I fuppofe,  that  by  this  method  of  borrowing,  a part  at  leaft: 
of  the  debt  would  become  extinguiiiied  with  the  lives  of  the  fuh- 
icribers.  There  might  perhaps  be  another,  to  wit,  that  by  fwelling 
the  capital,  for  value  not  received,,  there  was  an  appearance  of 
borrotving  at  a lower  rate  of  intereft  than  ^what  in  reality  was  the 
cafe.  Thus  in  1747,  when  6 300  000  /.  were  borrov/ed,  inftead  of 
giving  not  quite  44  cent,  far  this  fum,  they  gave  4 per  cent,  upoii^ 
6 930  000  1.  which  capital,  although  money  Ihould  return  to  3 per 
cent,  was  ftill  to.ftand  at  its  full  value  ; whereas,  had  6, 300  000 1.  been 
borrowed  at  4 4 per  cent,  there  w^ould  have  been  a faving  of  600  000  /. 
upon  the  capital  ; and  at  the  peace,  the  intereft  of  4 4 'per  cent,. 
W'ould  equally  have  come  down  to  3 per  cent,  wdth  the  other  funds. 

* This  may  feem  a high  valuatiori,  and  is,  in  fad,  far  beyond  what  any  of  thofe 
annuities  fold  for  : but  as  the  intereft  of  money  cannot  be  eftimated,  for  a conftancy^ 
at  more  than  3 -per  cent,  and  that  probably  the  beft  lives  were  chofen,  the  value  to  go- 
vernment of  fuch  annuities  may  well  be  eftimated  at  20  years  purchafe.  By  De  Moiwe’s 
tables,  annuities  for  the  mioft  favourable  ages,  intereft  being  as  3 per  cent,  are  valued 
8E  49^7  years  purchafe;  and  his  valuatipns  are  generally  allowed  not  to  be  too  high. 
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During  this  firft  war  of  George  the  Second,  the  land-tax  was 
conltantly  at  4 s.  in  the  pound ; and  new  branches  of  cuftoms,  ex- 
cife,  or  other  inland  duties,  were  created  in  proportion  to  the 
fwellingof  the  national  debts,  which,  on  the  31ft  of  December 
j 748,  amounted  to  78  293  3 1 3 /.  ilerling,  bearing  3 003  325  1.  intereft ; 
and  the  finking  fund,  or  furplus  of  all  permanent  taxes  then  im- 
pofed,  after  paying  the  civil  lift,  and  the  intereft  upon  this  capital, 
amounted  to  i 060  948  /.  fterling.  During  this  war,  the  debts  were 
increafed  above  what  they  were  at  the  end  of  1738,  by  31  631  546  /. 
fterling  capital,  and  by  i 043  272  /.  of  intereft  or  annuities. 

The  war  was  no  fooner  over,  and  the  national  expence  diminifhed, 
than  money  began  to  regorge  in  the  hands  of  the  monied  intereft : an 
infallible  confequence  of  fuch  a violent  revolution,  when  extraneous 
circumftances,  fuch  as  occurred  after  the  peace  1 7^3,  do  not  prevent  it. 

To  profit  of  this  conjunflure,  government,  early  in  1 749,  pro- 
pofed  that  all  the  public  creditors  upon  capitals  bearing  4 per  cent, 
intereft,  redeemable  by  parliament,  and  amounting  to  upwards  of 
57  millions,  who  Ihould  accept  of  3 per  cent,  from  December  175' 7, 
Ihould  have  their  debts  made  irredeemable  until  that  time  ; and  in 
the  interval  fhould  continue  to  have  4 per  cent,  till  December  1750  ; 
and  3 4-  per  cent,  from  thence,  until  the  total  reduflion  to  3 per  cent. 
ki  December  1757. 

This  bold  undertaking  had  the  defired  effect.  Many  obftacles 
were  thrown  in  the  way  ; but  the  regorging  capitals  in  the  hands 
of  many,  made  every  one  fear  the  reimburfement  for  himfelf ; 
and  the  credit  of  France  was  then  fo  low,  that  very  few  chofe  its 
funds  as  an  outlet  for  their  fuperfluous  money. 

But  an  outlet,  unfortunately,  was  not  wanting  at  the  end  of  the 
laft  war  in  1763,  as  we  fhall  fhew  in  its  proper  place. 

Here  then  is  a notable  inftance  of  the  effects  of  regorging  mo- 
ney. A fmall  fum,  when  compared  with  a nation’s  debt,  operates 
upon  the  whole  capital ; as  a fmall  balance  upon  trade  affects  the 
whole  mafs  of  reciprocal  pa^^ments. 

The  reimburfement  of  57  millions  offered  by  government,  in 
1749,  was,  to  the  conviction  of  all  the  world,  an  impracticable 
fclieme ; but  the  ftockholders  feeing  a large  fum  ready  to  be  fub- 
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fcribed,  at  the  inte^ell  ofFered,  and  feeling  the  effecTis  which  that 
regorging  money  miift,  in  all  events,  have  produced,  willingly, 
and  wifely  perhaps,  confented  to  the  olfer  made  them.  Had  they 

refufed,  and  had  the  fcheme  propofed  become  abortive  thereby,, 
perhaps  the  nation  might  have  been  fo  far  animated  againft  the' 
creditors,  from  the  difappointment,  as  to  have  confenteduo  be  at’ 
the  expence  of  defraying  the  ferviceof  tiie  following  years,  without 
encroaching  upon  the  finking  fund.-  Whareffea  this  would  have 
produced  upon  the  rate  of  intereft,  in  that  conjuncture,  no  man  can 
tell,  nor  will  the  real  confequence  of  fuoh  a meafiire  ever  be  known  j 
until  the  happy  trial  be  made.  That  it  would  have  brought  intereft 
below  3 per  cent,  in  December  i757»  ^ thinKj  evident,  for  as 

matters  ftood,  had  the  creditors  of  57  millions  been  able  to  hold 
out,  I muft  do  them  the  juftice  to  believe,  they  would  not  have 
^Qj^PgjQt£(j  fQ  the  propofal  made  to  them.  5 and  an  addition  of  all 
the  finking  fund  thrown  among  them  annually,  at  a time  they 
could  not  difpofe  of  what  they  had,  upon  better  terms  than  thofe, 
offered  them,  would  undoubtedly  then,  as  at  all  times,  operate  a 
very  great  national  relief,  in  bringing  down  the  intereft. 

During  the  tranquillity  w’hich  continued  from  the  peace  of  Aix- 
la-Chapelle,  in  1748,  to  the  commencement  of  hoftilities  in  lyyy, 
the  money  expended  for  extraordinary  fervices  amounted  on 
an  average  to  above  four  millions  per  annum.  The  expence  of 
government  was  then  increafed,  by  fupporting  the  colonies,  and 
by  feveral  great  and  uncommon  outgoings  at  home,  for  purpofes 
mentioned  in  the  fupplies  of  thofe  years. 

A little  before  the  breaking  out  of  the  laft  war,  that  is  to  fay,  on 
the  5th  of  January  1755,  the  national  funded  debt  was  reduced  to 
72  289  674  /.  upon  which  was  paid  an  annuity  of  2 654 500/.  and 
the  finking  fund  amounted  to  1308814/*.  At  the  end  of  1763, 
theyearof  the  peace,  the  funded  debt  amounted  to  130586789/.  10  s. 
befides  above  9 millions  not  provided  for.  So  that  a.t  the  end  of 
laft  war  the  national  debt  exceeded  140  millions  ; befides  the  value 
of  the  annuities  granted  in  1757,  1761,  and  1762.  Hence  it  ap- 

* To  this  funded  debt  muft  be  added  the  unfunded  debt,  which  I do  not  know 
exactly  j and  the  value  of  the  annuities  granted  in  1745,  and  1746. 
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pears  that  the  war  occafioned  an  augmentation  of  upwards  of 
^8297  116 1.  upon  the  funded  national  debt;  befides  the  difference 
between  the  unfimded  debts  at  the  beginning  and  end  of  the  war; 
and  alfo  the  value  of  tliofe  annuities 

I fnall,  before  I conclude  this  chapter,  prefent  a fhort  fcheme  of  the 
hate  of  the  nation  at  that  time : but  firft  let  us  take  a view  of  the  me- 
thods ufed  to  borrow  fo  large  a fum  in  the  fliort  period  or  eight  yeai  s. 

Until  1757,  money  was  borrowed  by  government,  at  a little 
above  2 per  cent,  but  then  a loan  of  5 millions  being  neceffary,  go- 
vernment confented  to  create  annuities  per  cent,  irredeemable 

f r 24  years  By  this  expedient  the  monied  jpeople  eluded  the 
operation  of  reducing  the' intereft  of  this  fund,  upon  the  return-- 
of  peace.  How  far  this  expedient- was.  to  be-  preferred  ro  the^ 
%rmer  of  increafmg:  the  capital -beyond  the  money  paid  ; or. 
whether  itwould  norhavebeen  ffill  better  to  have  paid  for  the 
money  wanted,  according  to  the  current  rate  of  interell-in  the 
m-rketarthe  time,  waiting  until  a peace  might  afford  a favourable 
opport^m^y  of  reducing  it,-  I ihall  not  take  mpon  me  to  deterrnme. 

I have  obferved  how  faflr  it  4s  for  any  one  to  cenfure  a^s -of  ad-  . - 
miniftration,  when  the  motives  of  a ftatefman’s  condua  are  un- 
known, This,  however,  I have  fometimes  ventured  to  dO,  m fpeak- 
ins:  of  things,  which  happened  many  years  ago  ; but  we  ought  to. 
he  more  cautious  as  v/e  come  nearer  to  our  own  times,  becaufe 
not  having,  as  in  this  cafe,  a coiirfe  of  experience  to  point  out  the 
errors,  we  rnuft  entirely  rely  upon  our  own  fagacity,  and  reaion. 

. only  from  analogy.  . . • r t 

During  the  daft  war,  as  in  that  preceedmg  it,  taxes  wore  iiicieafed 

in  proportion  to  the  intereftof  the  money  borrowed ; and  new  im- 

pofitions  were  now  laid  on  the  articles  of  great  confumption,  w.iic 

produced  abundantly.  The  new  malt-duty  of  i d.  per  bulhet,  and 

the  new  beer-duty  of  3 s.  per  barrel,  bring  in  net  into  the  exchequer 

near  %^oao<,l.  fer  amrm,  and  difcharge  the  intereft  of  aoore  rp 

millions  fterling,  at  3 per  cent.  Such  a fum  raifed  at  the  en-  o a 

. • 1-  r " r-r-iot-pil  Kw  tKp  author  of  the  Confiderations  on 

* The  annuities  or  1757,  are  efumatea,  by  the  auth  annuities  of 

loW,‘  for  the  reafons  given  m the  noec,  p.  394- 
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war  fo  very  expenfive,  and  at  the  very  tinae  when  the  credit  of 
Prance  was  totally  fallen,  mull  have  operated  in  the  ilrongeft  man- 
ner, and  did  in  faa  operate  more,  perhaps,  than  any  other  confi- 
deration  to  put  an  end  to  that  war,  the  moil  glorious  that  Europe 
has  beheld  fince  the  beginning  of  this  century,  or  perhaps  in  any 
age  whatever : advantageous  to  Great  Britain,  notwithftanding  all 
die  expence,  providing  that  the  confequences  happen  .to  correfpond 
to  what  may  be  reafonably  expeded. 

I fliali  now  fet  before  my  reader  a fhort  Rate  of  the  taxes,  debts,  and 
public  funds  of  Great  Britain,  at  this  bright  period  of  her  hiftory. 

From  the  heft  authority  I have  been  able  to  procure,  the  revenue 
of  the  Rate,  confidered  under  the  three  general  branches  of  cuRoms, 
excife,  and  other  inland  duties,  which  comprehend  the  whole  per- 
manent income  of  this  kingdom,  was  then  as  follows  : 

CuRoms  net  into  the  exchequer,  about  - - £ ^ 000  000 

Excife  in  all  its  permanent  branches  net,  about  4 600  000 

Other  inland  duties  net  ^ - - - i 000  000 

Land  tax  at  4 s.  in  the  pound  » » - - 2 000  000 

Annual  malt  tax  net  - - - Si^oco 

In  all  - - _ - - - - - 10213D00 

Let  us  next  Rate  the  annual  charges  and  appropriations 
fettled  upon  this  fund, 

PirR  then  the  civil  liR,  to  the  amount  of  £ 800  000 
The  intereR  of  about  13 1 millions  of 
funded  debts  at  different  rates  of  intereR,  about  4 300  000 
The  intereR  of  nine  millions  not  then 
provided  for,  fuppofed  to  be  at  4 per  cent.  - 380  000 

In  all  of  regular  and  permanent  annual  charge  5 660  000 

So  there  remains  free,  about  - - ^ . 4 533  000 

From  which  if  we  deduff  the  annual  grants  of  land 
and  malt-taxes,  which  extend  together,  as  above,  to  2 di3  000 
There  will  remain  as  the  produce  of  the  Rnking  fund  * i 940  ood 

In 

* I and  that  the  finking  fend  is  now  eftimated  at  2100000/.  by  the  author  of 
the  Confiuerations  on  Trade,  &c.  above  cited.  I am  a!lb  informed  that  the  net  pro- 
dncw  or  the  cuilou^s  exceeds  2 oco  coc  /*  ^onliderably  1 but  ^ boo  000 /«  is  rather  the 

grols 
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In  that  flate,  nearly,  hood  the  affairs  of  GreaS:  Brkain  after  the 
conclufion  of  the  peace  in  1763. 

It  now  only  remains  to  offer  fome  conjectures  why,  after  this 
period,  money  was  not  found  to  regorge,  as  after  the  peace  of  Ais?- 
la-Chapeile,  fo  as  to  furniffi  an  opportunity  of  reducing  the  rate  of 
intereft  upon  all  redeemable  debts,  and  by  that  of  raifing  the  amount 
of  the  finking  fund,  and  more  firmly  eftablifliing  the  national  credit. 

After  the  fall  of  the  credit  of  France  towards  the  end  of  17^9,  Great 
Britain  had  the  command  of  ail  the  money  to  be  lent  m Europe ; 
and  accordingly  amazing  fums  were  borrowed  in  17^0,  i'j6i,  and. 
I 7d2.  Of  the  fums  borrowed,  a great  parr,  no  doubt,  W’^as  the  pro- 
perty of  ffrangers  ; but  they,  not  being  fo  well  acquainted  with  the 
affairs  of  this  nation  as  the  Englifli  themfeives,  inftead  of  fubfcrib- 
ing  to  the  loans,  lent  the  money  to  our  own  country  people,,  who, 
in  hopes  of  a great  rife  upon  the  return  of  peace,,  filled  the  fub.- 
fcriptions  with  borrowed  money. 

The  confequence  was,  that  no  fooner  did  the  funds  begin  to  rife 
after  the  peace,  than  every  creditor  demanded  his  money  of  thoie 
who  had  invefted  it  in  the  public  funds.  This  obliged  the  latter  to 
bring  their  flock  to  market,  and  this  again  had  naturally  the  ettecf 
of  keeping  the  funds  very  low.  Some,  more  prudent  than  the  reft, 
had  borrowed  upon  a long  term  of  repayment ; which  had  the  effedt 
of  putting  off  ftill  longer  the  fettlement  of  the  funds  in  the  hands 
©f  the  real  proprietors,  and  of  taking  them  out  of  thofe  who  only 
held  them  nominally. 

Befides  this  accidental  caufe  of  the  low  price  of  the  funds,  other 
eircumftances,  no  doubt,  greatly  contributed  to  produce  the  fame 
effedl. 

Ho^vever  great  the  balance  of  trade,  that  is,  of  exportations  abov-e 
importations,  may  have  been  of  late  in  favour  of  England,  fciii  the 


grofs  than  the  net  produce  of  the  permanent  duties  of  excife ; that  is,  of  au  the  excife 
duties,  excepting  the  annual  malt- duty.  It  muft  alio  be  obierved,  that  the  annuiti-^ 
payable  to  the  national  creditors,  amounted,  the  5th  January  1764?  more  tnaa 
47200C0/.  But  on  the  other  hand,  the  intereft  of  the  unfunded  9 millions  is  rated 
too  high,  as  appears  from  the  author  above  quoted.  I cannot  pretend  to  give  exact, 
details.  The  general  Iketch  here  dated  is  fufScient  for  my  purpofe. 

mighty 
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xnightv;  fuaBs:  drawn  out  by  iirangers  have  certainly,  upon  the 
whole,'  prevented  much  money  from  coming  home  on  the  general 
or  grand  balance:  ©f  payments.  While  that  remains  the  cafe,  it  is 
impoffible  money  Biould  regorge  at  home  in  the  hands  of  the  na- 
tives, and  until  this  happens,  there  is  no  hope  of  feeing  the  per 
cents,  above  par.  But  then  the  rife,  fmall  as  it  is,  iince  the  peace, 
may  encourage-  us  .to  hope  that  that  time  is  not  far  off:  for  had 
the  profits  of?  our  trade  been  quite  unable  to  balance  the  lofs 
upon  ouf  foreign  debts,  the  funds  would  undoubtedly  ftill  continue 
^ to  fall,  which  is  demonftrably  not  the  cafe  from  the  circumftances 
of  the  loan  in  “April  obtained  by  government,  with  the  aflif- 

tance  of  a lottery  indeed,  at  3 per  cent.  * 

Here 

■*  The  laan  of  1766,-was  i 500000/.  ^percent.  Every  fubfcriber  for  100/. 
5 had  an  annuity  of  3 per  cent,  bn  60  /.  and  4 lottery  tickets,  valued  to  them  by  govern- 
i ment  at  10/.  each,  in  all  100/.  The  prizes  and  blanks  in  the  lottery  amount  to 
600000/,  and  bear  3 per  cent,  paid  by  government.  The  annuities  amount  to 
, 500  000 /..  and  bear  alfo  3 per  cent.  The  number  of  tickets  are  60  000.  Hence,  at 
,10  L each,  they  amount  to  6co  000 /. 

-The  advantage  government  reaps  by  this  way  of  borrowing,  is,  that  the  defire  of 
gaming,  raifes  the  lottery  tickets  above  their  value,  when  thrown  into  the  hands  of  the 
public-,  and  this  advanced  value  being  a profit  to  thofe  who  receive  them  in  part  of 
their  fubfcription,  that  profit  they  (hare  with  government.  Example.  In  April  1766, 
when  governmacnt  borrowed  i 500  000  /.  at  3 per  cent,  the  3 per  cents,  were  only  at 
89:  confequently,  the  difference  between  89  and  100,  which  is  xil  muft  have  been 
Tuppofed  to  be  the  fum  which  the  fubfcribers,  from  the  propenfity  of  people  to  game, 
had  a reafonable,  or  rather  a certain  expectation  of  gaining  upon  the  fale  of  4 lottery 
tickets,  that  is,  2 /.  i^s.  upon  every  one. 

To  know  therefore  the  real  par  of  a lottery  ticket,  you  mufi  proceed  thus : it  coils 
the  fubfcribers  10/.  for  which  they  receive  from  government  3 per  cent.  This  10/.  as 
3 per  cents.  Hood  at  89,  is  worth  at  that  rate  no  more  than  8 /.  1 8 j.  add  to  this  fum 
what  the  public  muft  pay  for  the  liberty  to  play,  which  we  have  ftated  above  at  2 /.  15  -f* 
and  you  have  the  exaft  par  of  a lottery  ticket  at  1 1 /.  1 3 j. 

Whatever  they  fell  ataoove  1 1/.  13  j.  is  profit' to  the  fubfcribers,  whatever  they  fell 
below  1 1 /.  135.  is  a lofs  to  them. 

This  profit,  though  fmall  in  appearance,  is  greatly  increaied  from  another  circum- 
fiance,  viz.  ' 
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Here  then  was  an  outlet  provided  for  more  money  than  all  that 
could  regorge  at  home,  viz.  the  payment  of  thofe  foreign  creditors, 
to  whom  the  ftock-hoiders  were  indebted.  Befides  this,  the  fale  by 
government,  of  fuch  trafts  of  land  in  the  new  acquired  iflands  in 
the  Weft  Indies,  provided  another  ; money  was  even  placed  in  the 
funds  of  France  foon  after  the  peace,  until  the  adventurers  were 
checked  by  the  operations  of  the  King’s  council,  in  reducing  both 
capitals  and  intereft  upon  them,  contrary  to  the  original  ftipulations 
with  the  creditors.  A lucky  circumftance  for  Great  Britain,  as  it 
forces,  in  a manner,  all  the  money  of  the  continent  into  the  En^- 
lilh  funds,  which  equally  remain  a debt  upon  the  nation,  whether 
high  or  low  in  the  market. 

That  the  lubfcribers  may  fell  the'r  fubfcriptions  at  a time  when  they  have  really  ad- 
vanced but  a fmail  part  of  it.  The  firfl:  payment  is  commonly  of  15  per  cent.,  on  their 
fubfcription  : when  they  fell,  they  make  this  profit  upon  the  whole  capital.  Suppofe 
then  j 5 per  cent,  paid  in  : if  the  ps-ofit  upon  felling  be  no  more  than  i per  cent  upon 
the  capital,  that  « per  cent,  turns  out  no  lefs  than  6|-  per  cent,  upon  the  money  they 
have  advanced.  Thus  a perfon  who  is  poflefled  of  1 500  /.  only,  may  fubfcribe  for 
ic  ooo/  in  this  loan:  he  pays  m his  2500  . and  receives  his  fubfcription ; when  he 
felKj  he  lells  10000/.  fubfcription-  upon  which  he  gains  ^percent.:  i per  cent,  of 
10  000  /.  is  100 1.  fo  tin  one  month  fuppofej  he  gains  by  this  means  100  /.  for  the  ufe 
of  1500/  But  as  a counterbalance  for  this  profit,  he  runs  the  rifk  of  the  failing  of  the 
fubfcription,  which  involves  him  in  a proportional  lofs  if  he  fells  out ; or  in  the  incon- 
venience of  advancing  more  money  than  he  had  to  employ  in  that  way.  in  cafe  heffiould 
prefer  keeping  his  fubfcription  for  a longer  time,  in  hopes  of  a rife  in  the  public  funds. 
By  this  mode  of  borrowing,  government  profits  by  the  difpofition  of  the  people  to  game. 
But  this  propenfity  has  its  bounds,  and  at  prcfent  it  is  found  by  experience  not  to  exceed 
60000  lottery  tickets,  or  600000/.  Were,  therefore,  a fubfcription  of  3 millions 
taken  in  upon  the  fame  plan  with  the  prefent  of  1 500  000  /.  the  regorging  number  of 
tickets  would  fo  glut  the  market,  that  the  whole  would  fall  below  the  par  of  their  fup-. 
pofcd  value. 
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State  of  the  public  Credit  in  France^  their  Debts,  Funds,  and 
/Ippropriations,  at  the  Peace  1763. 


of  their  affairs  as  we  have  now  done  of  the  other ; but  when  we 
confider  the  lame  accounts  given  by  French  authors  who  have 
made  refearches  of  that  kind  their  particular  ftudy,  it  would  be  in- 
confiderate  in  a ftranger  ever  to  undertake  a talk  fo  difficult. 

In  France,  the  finances  are  confidered  as  a political  arcanum,  of 
great  confequence  to  the  ftate  to  conceal  from  vulgar  eyes.  It  is 
not  long  ago,  fince  the  farmers  of  the  greateft  part  of  the  revenue 
ufed  regularly  to  burn  their  books  at  the  end  of  the  year,  to  pre- 
vent the  King’s  fervants  from  knowing  the  fiate  of  the  moll  ellen- 
tial  part  of  his  affairs.  Cardinal  de  Fleuri  abolillied  this  cufiom, 
and  obliged  them  to  lay  every  thing  open  to  his  eyes. 

I ffiail  now  endeavour  to  communicate,  in  as  Ihort  and  difl;in(ff  a 
manner  as  I can,  an  idea  of  the  prefent  ftate  of  the  French  revenue  j 
of  the  taxes  from  which  it  proceeds  ; of  the  manner  they  are  admi- 
niftred ; of  the  purpofes  to  which  they  are  appropriated  j and  of  the 
ftate  of  the  King’s  debts  at  the  end  of  the  laft  war. 

From  this  view  we  lhali  form  a general  notion  of  their  public 
expences  j of  their  public  debts  ; and  of  what  is  moft  material,  of 
tlie  refources  of  that  kingdom  in  time  to  come. 

For  this  purpofe,  I lhall  divide  the  whole  revenue  of  France,  that 
is,  ‘all  that  is  raifed  on  the  people,  to  whatever  purpofe  it  may  be 
applied,  into  five  branches ; and  after  having  firft  explained  the 
nature  of  each,  I lhall  give  a general  detail  of  them  in  their  order. 

The  firft  branch  is  what  is  called  the  King’s  ordinary  revenue. 
This  is  compofed  of  about  twelve  articles  of  permanent  taxes,  fup- 

poied 
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pofed  to  b€  fufncient  for  defraying  the  whole  expence  of  govern- 
ment, civil  and  military,  in  time  of  peace. 

The  fecond  is  compofed  of  all  the  extraordinary  impoations  which 
■were  laid  upon  the  people,  in  confequence  of  debts  contraaed  in 

the  former  war,  ended  in  1748.  ^ r 

The  third,  what  was  impofed  during  the  laft  war,  for  the  fer- 
vice  of  the  fta.e,  and  for  paying  off  the  -debts  then  contraaed. 

The  debts  of  France.  contracTed  in  periods  anterior  to  tnoie  two 
wars,  are  charged  on  the  ordinary  revenue,  as  we  fliall  prefently  fee. 

The  fourth  branch  coniifcs  of  two  articles.  Tire  firft  compre-iends 
certain  perpetual  taxes  appropriated  for  certain  ftate  expences,  not 
charged  upon  the  ordinary  revenue.  The  fecond,  what  qs  com- 
cuted  to  be  the  expence  of  levying  ail  the  taxes,  and  alfo  tne  pro  . 
of  the  farmers : or  in  other  words,  what  the  peopk  pay  more  than 
the  public  receives  from  the  hands  of  the  tax-gataerCiS.  ^ ^ 

The  fifth  and  laft  branch,  comprehends  the  taxes  paid  to  tne 
court  of  Rome,  to  the  clergy,  and  to  the  poor;  with  other  dunes 
belonging  to  private  perfons.  Under  one  or  other  of  thefe 
branches,  may  be  very  properly  arranged  all  the  taxes  paid  by  the 

French  nation. 

Firft  general  branch. 


Articles  of  revenue. 


1.  Domain  .(the  King,  s landed  efttxte} 

2.  Taille  (the  land-tax) 

3.  Double  capitation^(the  poll-tax) 

4.  Ditto  upon  fuch  as  have  civil 
emplovments,  penlions,  &c. 

2 s.  in  the  pound  on  all  civil 
employments. 


Carry  over 


. the  charges 
761. 

upon  it  for 

the 

Fr.  money. 

Sterling  dittos 

iivres. 

1 

s. 

d. 

6 000  000 

266 666 

13 

4 

56  600  000 

2515555 

1 1 

14 

j'3  200  coo 

2-364444 

8 

lOi. 

6700  000 

297  777 

^5 

6 800  000 

_302  222 

A. 

i 

5l 

129  300  000 

5 746  666 

13 
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Brought  over 

6.  The  mint,  or  coinage 

7.  Decimes  and  capitation  of  the 

clergy  - - - 

8.  Free  gifts  from  the  Rates  of 
Burgundy,  Provence,  Langue- 
doc, and  Brittany  . - 
Paulette,  or  annual  tax  upon 
hereditarv  offices 

1 o.  Tax  on  the  Lutheran  clergy  of 
Alface  - - - 

11.  Regale,  or  the  fovereign’s 
right  on  ecclefiaftical  benefices 

12.  General  farms 

Total  of  the  ordinary  revenue 

Of  this  total  the 

general  farms  livres.  1.  s.  d. 

amount  to  1 1 2 500  000  5 000  000  — 

And  the  other 

branches  to  158  300  000  7035555  ii 

The  farms  were  increafed  anno  1^62 
by  - - - - 

Total  ordinary  revenue  at  the  7 
end  of  the  war  - - $ 

Articles  of  Expence. 

Houfhold  of  the  King  and  royal 
family  - _ _ _ 

Ditto,  their  perfonal  expence- 


Fr.  money.  Sterling  ditto. 


livres. 

1. 

s. 

d.. 

129  300  000 

5 746  666 

13 

34- 

2 400  000 

106  666 

13 

4 

12  400  OQO 

551  III 

2 

24 

10  000  000 

444  444 

8 

104; 

2 600  000 

1^5  566 

1 1 

200  000 

8 888 

17 

94- 

I 400  OGO 

62  222 

4 

1 12  500  COO 

5 000  000 

— 

— 

270  8qo  000 

12035  555 

II 

11500000  511111  2 24 


282  300  000  12  546  666  13  4 


9400  coo  417777  15  62 

4600000  204444  8 104 

140000CO  622222  4 5 


Carry  over 


* Theferedudions  ofFrench  money  to ilerling,  are  computed  at  the  rate  of  22  2 livres 
to  the  pound  fterling.  Hence  270  800  000  livres  make  12  035  555  1.  n s.  and  i 4-4. 
fierling,  or  nearly  i 4 4 as  ftated,.  though  the  amount  of  thepartial  fums  differs  by  j4.: 
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Brought  over 
King’s  liable  s and  find 
Hunting  equipages 
Alms  - - - " 

Pay  of  the  palace  guards^  (gardes 

de  la  parte ) See.  _ - ~ 

King’s  buildings  - - ■> 

Total  expence  of  the  court 


Pay  of  all  the  houihold  troops 
Pay  of  all  the  other  troops  of 
France  - “ . 

Fortifications 

Artillery  for  land  fervice  - 
Military  gratifications,  over  and 
above  the  pay 

Pay  of  general  officers  command-^ 
ing  in  provinces  and  fortrefies 
Pay,  &c.  of  the  marechaufsee 
Expence  of  prifoners  of  fiate 
Ordinary  expence  of  the  navy 

Total  regular  military  expence  >■ 
by  land  and  fea  - - x 

Eoyal  penfions  ‘ 

The  appointments  of  the  King’s 
minifters. 
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Fr.  money. 

Sterling 

ditto. 

livres. 

1. 

s. 

d. 

14  000  000 

622  222 

4 

5 

2 ^ co  000 

III  III 

2 

I 600  000 

71  III 

2 

2.-^ 

600  oco 

26  666 

13 

4 

3,  300  000 

146  666 

13 

4 

6 600  coo 

293  333 

6 

8 

28  600  000 

I 271  III 

2 

2 

8 000  000 

355  555 

1 1 

48  000  000 

2 133333 

d 

8 

6 000  000 

266  666 

13 

4 

6 600  oco 

293  333 

6 

8 

LO  000  000 

444444 

8 

1 04; 

2 000  coo 

88  888 

17 

94- 

2 200  000 

97  777 

15 

64 

I 200  000 

53  333 

6 

8 

25  OOQ  000 

I III  III 

2 

24-: 

105  000  000 

4844444 

8 

10 

5 000  OCO 

400000 

— 

— 

3 10  000 

13  777 

15 

^4- 

5 310  COO 

413  7,77 

Carry  over 
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Fr.  money. 

Sterling  ditto. 

livres. 

1. 

s.  d. 

Brought  over 

9310000 

413777 

Ditto  of  the  firft  prelidents  of  all  the 
parliaments,  in  France,  expence 
of  criminal  profecutions,  and 
many  other  articles  of  that  fort 

22  000  000 

977  777 

15  64 

Appointments  of  the  venal  em- 
ployments, of  the  robe,  trea- 
furers,  receivers,  comptrollers, 
&c.  , - - - 

10  coo  000 

444  444 

0 

CO 

Bridges,  highways,  dykes,  &c. 

4 000  oco 

177  777 

15  ^4 

For  the  royal  academies 

I 400  000 

62  222 

4 54 

To  the  King’s  library 

I 800  000 

80  000 

— 

Extraordinary  and  cafual  expence 
upon  the  two  laft  articles 

400  oco 

17777 

15  ^4 

For  lighting  and  cleaning  the  city 
of  Paris  _ - _ 

840  000 

37  333 

d 8 

Appointments  of  the  fecretary  of 
the  cabinet  council,  for  couriers, 
and  other  expence 

I 400  000 

62  222 

4 54 

Ditto  of  mintfters  at  foreign  courts 

I 800  OOD 

80  000  - 

— — 

Total  fum  of  this  branch 

52  950  000 

2 353  333 

6 8 

Interefl  at  ai.  per  cent,  upon 
990  000  000  livres,  or  44  oco  000 1. 
llerl.  of  the  late  King’s  debts,  con- 
hituted  after  the  bankruptcy  1720 

24  750000 

I 100000  - 

Interefl  at  24,  upon  94  millions  due 
to  the  company  of  the  Indies, 
upon  their  old  accompts  1720 

2 350  coo 

104444 

8 104 

Carry  over 

27  100  000 

1204444 

8 104 
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Fr.  money. 

Sterling  ditto. 

livres. 

1.  s.  d. 

Brought  over 

27  ICO  coo 

1 204444  8 loy 

Farther  allowed  to  the  company, 
for  paying  their  dividends 

2 400  000 

106666  13  4 

Annuities  on  lives  conllituted 
during  the  lall  war 

16  coo  000 

7 1 1 1 1 1 2 2|. 

Total  interefl;  of  debts 

45  5^° 

2 022  222  4 5 

This  article  of  16  millions  of 

annuities  on 

lives  is  the  only 

charge  caft  upon  the  King’s  ordinary  revenue, 

in  confequence  of 

the  laft  war. 

Fr,  money. 

Sterling  ditto. 

Recapitulation  of  the  expences. 

livres. 

1.  s.  d. 

Expence  of  the  court 

28  600  000 

I 27 1 1 1 1 2 24 

Fixed  military  ditto,  by  fea  and 
land  - - - - 

109  000  000 

4844444  8 104 

Juftice,  penfions,  8cc. 

52  950  000 

2353333  ^ 8 

Interefl;  of  debts  _ _ - 

45500  coo 

2 022  222  4 54 

Total  expence  _ - - 

236  050  coo 

10  491  III  2 24 

Total  ordinary  revenue  at  the  end 
of  the  war  _ - - - 

282  300  000 

12  546  666  13  4 

The  iirfl;  dedufled  from  the  lat-  i 

a6  250  000 

2 C55  555  II  14 

ter,  Remains  free 


Eefides  the  articles  of  expence  here  ftated,  there  are  many  others, 
to  which  no  limit  can  be  fet.  The  comptant,  or  the  King’s  private 
orders  for  fecret  iervice,  and  many  different  expences,  form,  a 
great  article.  Suhiidies  alfo  to  foreign  coui'ts  : in  Ihort,  much 
more,  in  all  human  probability,  is  fpent,  than  ail  the  produce  of 

this  permanent  revenue  can  anfwer.  So  that  from  this  no  relief 

from 


J 
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from  debts  can  be  expected,  except  fo  far  as  it  may  be  augmented 
by  the  failing  in  of  the  annuities  on  lives.  But  public  debts  are 
to  be  paid  only  by  funds  appropriated  for  that  purpofe  : and  were 
this  revenue  to  be  relieved  of  the  whole  45  millions  of  intereil 
charged  upon  it,  I have  little  doubt  but  the  King  s expence  would 
augment  in  proportion. 

I Ihali  delay  making  any  obfervation  upon  the  nature  of  the  im- 
pofitions  which  produce  this  revenue,  until  we  come  to  the  fubjeeT 
of  taxes,  to  which  it  naturally  belongs. 

Befides  this  ordinary  revenue  of  the  Kings  of  France,  which  (if 
we  except  26  6co  000  livres,  or  i 182  222  /.  4 j.  S t d.  upon  the  capita- 
tion, added  on  account  of  the  war  only  for  a time)  may  be  conli- 
dered  as  their  civil  lift  ; there  are  other  branches  of  revenue,  which 
are  to  be  looked  on  as  extraordinary  fupplies,  impofed  for  raifing 
money  in  time  of  war,  and  for  paying  off  the  debts  contracted, 
upon  the  return  of  peace.  Of  this  nature  are  dixiemes  and  ving- 
tiemes  \ taxes  very  contrary  to  the  fpirit  of  the  French  nation,  and 
to  which  they  never  have  fubmitted  without  the  greateft  reluctance, 
and  only  on  very  urgent  occafions. 

The  credit  of  France  fell  very  low  towards  the  end  of  the  former 
war,  which  began  in  1 744,  and  ended  in  1 748.  The  parliament  re- 
giftred  with  great  unwillingnefs  every  edict  impoftng  new  burthens. 
The  dtxieme  was  a great  augmentation  of  revenue,  for  the  time  it 
lafted  ; but  being  an  impofttion  which  the  Kings  of  France  never 
have  been  able  to  make  perpetual,  it  could  not  be  pledged  for  fuch 
large  fums  as  are  required  in  time  of  war,  and  which  no  nation, 
however  wealthy,  can  furnifli  annually,  as  they  are  demanded. 

To  fupply,  therefore,  the  want  of  a fund  to  be  mortgaged,  and 
confequently  the  want  of  public  credit,  the  King’s  banker  M.  de 
Monmartel,  with  other  men  in  buftnefs,  joined  their  credit,  and 
fiipplied  the  King’s  extraordinary  occafions.  They  opened  a fort  of 
bank  mmo  174^-,  where  they  received  money  I per  cent,  per  month, 
the  principal  payable  on  demand.  This  fund  gained  credit  j pay- 
ments being  regularly  made  as  foon  as  demanded. 
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Upon  fettling  accounts  after  the  peace,  anno  1748,  the  King  was 
found  indebted  to  this  bank  for  a vaft  fum  of  money.  In  order  to 
pay  it,  lotteries  were  fet  on  foot.  The  tickets  were  given  to  the 
bankers,  and  they  by  the  fale  of  them  withdrew  their  own  paper, 
which  was  circulating  with  very  good  credit  on  the  exchange  of 
Paris.  In  ©rder  to  furnifh  a fund  for  this  lottery,  the  King  had 
interell  with  the  parliament  to  get  a twentieth  penny  eftabliflied,  or 
one  Ihilling  in  the  pound,  upon  all  the  revenues  of  private  people  in 
France,  except  the  clergy,  and  fome  hofpitals.  The  fame  was 
charged  upon  the  induftry  of  all  corporations  of  trades  and  mer- 
chants ; and  to  thefe  was  added  a capitation  upon  the  Jews. 

This  was  thrown  into  what  they  call  the  caiffe  d'amortiffement^  or 
linking  fund  j and  appropriated  for  paying  off  the  lotteries,  and 
fome  of  the  antient  debts  which  were  to  be  drawn,  for  this  purpofe, 
by  lot ; and  for  other  extraordinary  expence  s incurred  in  confe- 
quenceof  the  war.  This  tax  was  to  fublift,  I believe,  till  1767.  It 
was  this  caiffe  d'amortijfement  which  was  fliut  up  in  1759,  by  which 
Hep  a mortal  blow  was  given  to  French  credi^. 

Befides  this  firft  twentieth  penny,  there  were  five  other  taxes  im- 
pofed,  and  appropriated  during  a determinate  number  of  years, 
not  exceeding  15  in  fome,  12  in  others,  for  paying  off  the  debts 
contracted  in  the  war  ended  1748,  and  for  fom.e  extraordinary  ex- 
pences  of  government. 

Thefe  fiiall  be  fpecified  in  the  following  general  view  of  this 
branch  of  the  French  revenue. 


Q*  ff 
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Second  general  branch. 

Extraordinary  taxes  eftabliflied  after  the  peace  of  Aix-la-Chapeile, 

with  their  appropriations. 


The  firfl  twentieth  penny  on  all 
income  _ - - - 

Ditto  upon  tradefmen  and  mer- 
chants incorporated 
Ditto  upon  the  Jews 

Total  of  the  twentieth  penny,! 
which  formed  a finking  fund,  > 
fhutupini759  - -j 

The  farm  of  the  polls  and  relais 
of  France  - 
Two  Ihillings  in  the  pound  of  the 
capitation  added  to  it 
The  farm  of  fiamp-duties  on  lea- 
ther, and  duties  on  tanners 
bark  - - 

The  faxin  of  duties  upon  gun- 
powder and  faitpetre 
Two  fliillings  in  the  pound  of  the 
twentieth  penny  added 

Total  of  this  fecond  branch  of  1 
French  taxes  - - - ^ 

Appropriations  of  this  fund,  as 
follows  : 

i.  For  paying,  during  lo  years,  a 
part  of  the  990  millions,  of 


Fr,  money.  Sterling  ditto. 


livres. 

1. 

s. 

d. 

23  800  000 

1037777 

15 

<5500  000 

288  888 

17 

94 

I 4C0  000 

62  222 

4 

54 

31  700  coo 

1 00 

00 

1 00 

1 00 

0 

i ^ 

17 

94 

6 000  oco 

266666 

^3 

4 

S 520  000 

333 

d 

8 

2 960  000 

131553 

II 

* 4 

2 988  000 

132  800 

— 

■ — 

3 I 70  oco 

140  888 

17 

94 

52  338  000 

2 32^  133 

4 

8 

livres, 
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Fr.  money.  Sterling  ditto, 

iivres.  1.  s.  d. 


livres,  of  old  Annuities,  charg- 
ed above  on  the  King’s  ordi- 
nary revenue,  and  bearing  an 
intereft  of  2^  per  cent,  the  yearly 
fum  of  - - - - 

2.  To  the  India  Company,  in  dif- 

charge  of  a debt  due  to  them : 
for  1 2 years  - - - 

3.  For  paying  the  prizes  of  the 
bankers  lotteries  every  year 
as  they  are  drawn : for  12  years 

4.  Towards  making  good  defi- 
ciencies upon  the  funds  appro- 
priated for  the  war,  yearly, 
till  paid 

5.  Ditto  upon  the  funds  appro- 
priated to  the  new”  Ecole  militaire 

6.  For  payment  of  perpetual  an- 
nuities created  during  lafl;  war 

7.  For  making  good  deficiencies 
upon  the  artillery  and  maga- 
zines, during  the  war  1762: 
for  12  years,  tire  annual  fum 
of  - 

8.  Ditto  upon  the  article  of  fo- 
reign affairs  - “ 2 


y coo  000 

2 ooo  000 

3 800  000 

j8  700  000 
I 200000 

14  500  000 


.1  80c  000 


8 690  000 


222  222  4 

88888  17  pf 
168888  17  9^ 


83 1 1 1 1 • 2 24. 

53  333  ^ S 
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This  branch  of  revenue  appears,  by  this  flate,  to  be  ^totally  ap- 


propriated to  certain  purpofes. 
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Were  appropriations  adhered  to  in  France,  and  could  one  be 
certain  that  debts  are  actually  difcharged,  at  the  period  appointed, 
in  confequence  of  the  appropriation  for  that  purpofe,  we  might 
form  a better  judgment  of  the  amount  of  the  debts  of 

France,  than  in  fafl  any  man  can  do  who  is  not  in  the  admini- 
ftration. 

Of  this  fecond  branch  of  taxes  I confider  the  twentieth  penny, 
the  two  fhillings  in  the  pound  augmentation  upon  it,  and  a like 
augmentation  upon  the  double  capitation ; amounting  in  all  to 
above  40  millions  a year,  as  a refdjirce  which  France  may  have  at 
all  times,  in  cafes  of  neceffity  5 although  I do  not  fuppofe  it  will 
be  poffible  to  eftablifli  them  as  a fixed  revenue.  They  will  pro- 
bably, however,  as  matters  ftand,  be  continued,  either  in  whole 
or  in  part,  until  the  great  load  of  xiebts,  recently  contraded,  fliall 
be  confiderably  diminiflied. 

As  for  the  remaining  fum,  arifing  from  the  polls,  leather,  and 
fakpetre,  thefe  I confider  as  perpetual ; becaufe  by  their  nature 
they  are  not  burdenfome  to  the  people. 

AVe  are  not  to  underftand  that  the  annual  fum  of  five  millions 
of  livres,  appropriated  for  paying  off  the  capital  of  990  millions  of 
the  old  annuities,  bearing  ^ per  cent^  Rated  in  art.  ift,  was  in- 
tmded  to  be  applied  to  thefe  capitals,  at  the  rate  they  Hand.  In 
France  it  is  fuppofed  that  he  who  gets  20  years  purchafe  of  the 
intereft  of  his  debt,  is  always  fairly  paid  off ; and  people  there  are 
fo  fond  of  reimburfements,  even  at  this  rate  of  making,  them,  that 
when,  about  the  year  1755^  a like  feheme  of  paying  off  thofe  old 
annuities  was  fuggefted,  it  was  upon  condition  that  every  one 
having,  for  inftance,  an  annuity  of  100  livres,  ihould,  in  order  to 
be  intitled  to  this  reimburfement,  pay  to  the  King  20  years  pur- 
chafe of  it,  cn-  2000  livres.  ready  money  ; and  that  being  complied 
with,  his  contracl  was  to  be  put  into  the  lottery  wheel,  with  all 
the  reft  fiibfcribed  for,  and  if  it  happened  to  be  drawn,  he  was  to 
receive  4000  livres  j to  vvit,  the  2000  he  had  paid  down,  and  the 
other  2000  as  the  value  of  a capital  of  4000  livres,  at  2 ^ per  cent. 

This 
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This  every  body  mufl  allow  procures  a wonderful  facility  in 
paying  off  debts.  If  the  Englifli  creditors  could  be  engaged  to 
enter  into  the  fpirit  of  fuch  reimburfements,  government,  I am 
perfuaded,  would  not  apply  fp  clofely  as  they  do,  to  reduce  the 
interefl;  upon  them  j whereby  a great  diftrefs  comes  upon  poor 
widows  and  orphans,  who  have  their  all  veiled  in  the  funds. 
This  inconvenience  is  avoided  in  France:  the  poor  are  cherifhed 
by  the  comfort  of  high  interefl ; the  Hate  is  fet  free ; and  the 
creditors  rejoice  in  getting  back,  their  money,  in  any  fhape  what- 
ever. 

The  war  of  1756  breaking  out,  obliged  the  King  to  think  of 
every  expedient  to  increafe  his  income.  Had  he  fet  out  by  bor- 
rowing upon  annuities  for  lives,  at  10  per  cent,  and  by  mortgaging 
his  ordinary  revenue  for  the  payment  of  them,  his  credit  would 
have  been  more  folid,  and  the  plan  of  running  in  debt  more 
fyftematicah  but  in  the  end,  it  would  have  involved  him  in  the 
terrible  dilemma  of  either  making  a bankruptcy,  in  order  to  re- 
inflate  himfelf  in  the  poffeflion  of  bis  ordinary  revenue,  or  of 
making  him  depend  more  than  he  inclined  upon  his  parliament ; 
whofe  authority  is  abfolutely  neceffary  for  laying  a perpetual 
and  regular  impofition,  which  alone  can  form  a folid  bafis  of  na- 
tional credit. 

He  was  therefore  refolved,  in  one  way  or  other,  to  increafe  the 
impofitions  on  the  people  in  the  time  of  war,  in  order  to  avoid  the 
confequenees  he  forefaw  from  the  lofs  of  his  fixed  revenue. 

The  King’s  miniflers  at  this  time  could  not  convince  the  parlia- 
ment of  Paris,  that  in  order  to  borrow  money  upon  the  befl  terms, 
it  was  neceffary  to  have  a fure  fund  for  paying  the  interefl  of  it. 

It  had  been  ufual  to  borrow  money,  on  prelfing  occafions,  from 
the  farmers  of  the  revenue,  'bankers,  and  financiers,  as  they  are 
called,  at  7 and  even  10  per  cent.  They  underflanding  the  chain  of 
vthe  affairs  of  France,  ufed  to  obtain  credit  both  abroad  and  at 
home,  from  people  who  would  not  lend  direclly  to  the  King  ; al- 
though they  knew  at  the  time  of  the  loan  that  the  money  was 
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borrowed  for  Iiis  ufe.  The  reafon  was,  that  the  King;  %¥as  under 
an  abfolute  neceffity  to  keep  faith  with  this  fet  of  men,  upon 
whom  the  credit  of  France  has  depended  for  many  ages ; and  as 
the  profits  they  ufed  to  make  were  very  great,  minifiers  knew,  by 
a fort  of  inftina;,  when  they  had  gained  enough  ; and  in  clearing 
their  accounts  in  the  ufual  way,  a fufiiciency  was  left  to  them,  to 
repay  what  they  had  borrowed  from  others. 

Perhaps  the  parliament  thought,  and  perhaps  with  reafon,  that 
in  the  main  it  was  cheaper  to  borrow  in  this  way,  at  10  per  cent. 
than  in  the  Engliih  way,  at  3 per  cent,  becaufe  of  the  great  facility 
in  paying  off  the  debts  v/liich  attended  it ; but  this  is  only  a con- 
jeclure.  That  there  v/as  however  a contrail;  of  fehtinlents  be- 
tween the  parliament,  and  the  miniller  of  the  finances  at  that  time, 
who  had  contracted  Englifh  ideas  of  credit,  is  moil;  undoubted  ; 
and  it  was  this  contrail  which  brought  on  the  bankruptcy  in  i7  je, 
when  the  finking  fund  was  Ihut  up  againft  the  creditors  by  an  act 
of  power.  To  judge  of  the  fentiments  of  both  parties  with  can- 
dour, let  us  then  examine  the  plan  of  borrowing  propofed  by  the 
one,  and  by  the  other. 

The  miniller,  M.  de  Silhouette,  propofed  to  the  King,  to  levy,  as 
a folid  fund  of  credit  to  borrow  upon,  a general  fubvention,  as  it 
was  called,  over  all  France  ; or  in  other  wmrds,  to  make  the  re- 
partition of  a large  annual  payment,  over  all  the  cities,  townSj 
villages,  and  fuburbs  in  France. 

This  was  to  be  divided  according  to  the  fuppofed  wealth  and 
quantity  of  circulation  every  where.  Every  difcricl  was  ordered 
to  report  to  the  King’s  council  their  opinion  concerning  the  parti- 
cular mode  of  railing  their  proportional  part  of  it,  in  the  bell  way 
relative  to  their  lituation.  This  report  the  council  was  to  examine, 
and  to  approve  or  amend  the  propofal  given  in^  according  to  in- 
formation. 

This  was  perhaps  the  bell  plan  of  taxation,  if  properly  executed, 
that  ever  has  been  thought  of,  for  a nation  already  under  a regular 
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adminiftration  of  government,  and  accudomed  to  pay  confiderable 
impofitions. 

It  removes  the  inconvenience  attending  all  general  taxes,  which 
never  fail  to  aifecl  unequally  different  places  and  diflricls.  It  ad- 
mits of  a prudent  mixture  of  excifes,  with  taxes  upon  pofleffions, 
according  to  the  internal  circumftances  of  every  place.  It  con- 
fines them  to  towns,  where  alone  all  excifes  at  lead  can  be  levied 
with  propriety.  It  lightens  the  oppreiiion  of  tax-gatherers  j becaufe 
the  corporation  may  employ  whom  they  will  for  tnat  purpofe.  In 
a word,  it  is  a tax  adminiflred  with  all  tne  advantages  or  a rarm. 

This  tax,  the  general  fubvention,  after  it  had  been  impofed  by 
, edict,  regiftred  in  a Bed  of  juftice  September  i-js%  ^ell  to  the 
ground,  from  the  nature  of  the  French  conftitution  ; becaufe  it 
could  not  be  levied  without  a fyfleraatic  adminiftration,  fupported 
by  the  authority  of  the  courts  of  law,  to  which  the  parliament 
would  not  give  their  concurrence,  for  a very  plain  reafon. 

The  general-fubvention  being  very  extenfive,  and  calculated  ror 
a fund  of  credit  to  borrow  upon,  was,  by  its  nature,  of  a fpecies 
proper  to  become  a perpetual  tax,  as  all  excifes  are.  The  pailia- 
ment  of  Pans  feemed  to  think  it  agreeable  to  the  conftitutionj 
which  they  are  fworn  to  maintain,  to  preferve  at  all  times  in  their 
hands  a certain  power  over  the  King’s  purfe,  in  order  to  prevent  an 
extravagant  minifter  from  impoverilhing  the  King  and  the  king- 
dom at  once,  or  running  them  into  the  inextricable  confufion  of 
an  infallible  bankruptcy. 

This  circumfpeclion  of  the  parliament  was  reprefented  in  ano- 
ther light  at  court ; and  odious  parallels  were  drawn  between  what 
had  happened  in  England  about  the  middle  of  the  laft  century,  and 
what  foon  might  be  expefted  in  France, 

Upon  inch  topics  every  one  judges  as  he  is  affected.  The  mi- 
nifler  was  railed  at  by  the  parliament-party,  in  the  moft  virulent 
•manner.  Who  was  in  the  right,  and  who  was  in  the  wrong,  upon 
the  general  queflion,  of  the  propriety  of  raifing  lo  large  an  impo- 
fition,  to  ierve  as  a fund  ’ of  credit,  under  a government  like  that 
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of  France,  I fliall  not  here  examine.  But  that  a folid  fund  fhould 
be  provided,  in  one  way  or  other,  proportional  to  the  adual  defi- 
ciency of  the  annual  fupplies,  and  to  what  could  not  be  raifed 
within  the  year,  for  the  nfes  of  the  war,  was,  I think,  entirely 
agreeable  to  principles. 

This  the  minifter  had  propofed  in  the  fubvention,  though  per- 
haps the  plan  was  too  great ; and  the  parliament,  when  they  re- 
jeded  the  propofal,  fenfible  that  the  exigencies  of  the  ftate  de- 
manded a fupply  of  money,  propofed  in  their  turn,  as  an  equiva- 
lent for  the  general  fubvention,  to  coin  for  600  millions  of  notes, 
which  were  to  have  the  faniftion  of  parliament  for  their  fund  of 
payment ; but  no  provifion  was  made  for  the  ready  circulation  of 
them  in  the  interim. 

Here  then  is  an  example  where  the  fentiments  of  the  French  na- 
tion were  divided  upon  the  principles  of  public  credit.  And  this 
affords  a good  opportunity  of  reconciling  them,  and  of  confirming 
the  dcxftrine  we  have  been  endeavouring  to  eftablifh. 

The  minifter  felt  the  difad  vantage  of  the  King’s  borrowing  upon 
a lame  fecurity ; he  therefore  propofed  a folid  and  permanent  fund 
of  credit  for  performing  the  obligations  to  be  contraded  with  the 
creditors. 

The  parliament,  on  the  other  hand,  examined  the  fituation  of  the 
people,  who,  they  thought,  were  no  longer  in  a capacity  to  pay 
the  taxes  already  impofed ; and  therefore  concluded,  that  it  was 
unnecelfary  to  eftablifh  any  new  one.  They  therefore  propofed  to 
augment  circulation,  by  providing  a means  whereby  alienations 
might  be  carried  on,  and  by  that  they  expe(5ted  to  render  the  taxes 
already  impofed  more  prodii6tive. 

Both  parties  were  in  the  right,  as  commonly  is  the  cafe  in  fuch 

difputcs;  but  they  did  not  perceive  how  their  opinions  could  be 
reconciled. 

Had  circulation  been  facilitated  by  the  eftabHibrnent  of  a bank 
upon  true  principles,  perhaps  the  taxes  airea<%^  impofed,  might 
have  piOQUced  a fufticient  fund  for  carrying  on  the  war,  without 
the  expedient  of  the  general  fubvention. 
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But  the  manner  propofed  by  the  parliament  to  increafe  circulation, 
by  paying  with  paper  money,  and  not  providing  a fund  for  realiz- 
ing it  when  it  came  to  ilagnate,  Was  an  expedient  entirely  delunve. 
The  paper  would  foon  have  fallen  to  a great  difeount : the  remem- 
brance of  the  Miffiiippi  would  probably  have  been  revived,  which 
■would  have  occaiioned  the  locking  up  of  the  coin ; and  the  kingdom 
might  have  been  involved  in  the  greatefl;  diftrefs  and  bankruptcy. 

The  minifter  ihould  therefore  have  concurred  with  the  parlia- 
ment in  a fcheme  for  eftabliflaing  a bank : the  King  might  fafely 
have  entrufted  the  adminiftration  of  it  to  parliament,  and  even  have 
fupplied  coin  from  the  royal  treafury  for  circulating  the  paper. 
But  the  minifler,  I fuppofe,  took  it  for  granted,  that  taxes  nxyould  be 
paid,  providing  they  were  impofed;  and  the  parliament,  that  the 
paper  would  circulate,  providing  it  was  ifliied. 

The  reafo'nings  I have  aferibed  to  each  party  in  this  difpiite,  are  not 
founded  upon  information ; they  are  only  natural  conjedtures 
■which  I form  from  the  opp^ofitioii  of  fentiments  between  men  who 
were  all,  I fuppofe,  ^vell  acquainted  -witli  the  iituation  of  France, 
and  who  refpedively  took  part  according  to  the  combinations  which 
occurred  to  them. 

The  remonilrances  of  the  parliament  at  that  time  avere  filled  with 
an  enumeration  of  diftreiTeSj  -all  of  which  are  the  neceflary  efiecSls  of 
a fcanty  circulation.  In  the  King’s  ediebs  there  is  ftrong  reafoning 
upon  the  principles  of  public  credit.  The  candour  I feel  in  my 
breaft,  while  I examine  the  merits  of  this  important  difpute,  will 
I hope  ferx’e  as  an  apology  for  all  miftakes  in  point  of  exact  infor- 
mation. 

The  refult  upon  the  whole  was  what  might  have  been  ex- 
pected. The  fubvention  was  dropt,  and  the  propoial  of  the  paper 
was  reje-fled  by  the  King. 

The  middle  term  adopted  by  the  parties,  ihewed  however,  I think, 
that  in  the  main  the  minifler  had  been  in  the  right  ; becaufe  the 
taxes  were  increafed  and  paid : had  the  paper  been  iffued,  the  fuc- 
•cefs,  lam  perfuaded,  would  not  have  been  favourable  in  proportion. 
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But  inftead  of  a permanent  fubvention,  a tax  of  the  mofc  odious 
nature  was  eftabiiflied,  which,  from  this  very  circumftance,  there 


was  little  danger  of  feeing  long  continued. 

In  the  preceeding  year,  a fecond  twentieth  penny  upon  poireiTions; 
had  been  impofed,  to  which  had  been  added  2 fliiiiings  in  the  pound 
of  the  tax  itfelf ; a new  poll-tax  upon  certain  claffes  of  the  people 
in  proportion  to  the  number  of  their  fervants  ; an  additional  duty 
upon  the  damps  upon  filver  and  gold  plate ; higher  duties  on  fo- 
reign manufactures  imported  ; and  20  fer  cent,  on  all  former  duties 
on  confumption.  The  fecond  twentieth  was  to  continue  until  two 
years  after  the  peace  ; the  other  duties  for  eight  years  longer. 

Notwithftanding  this  heavy  load  already  laid  upon  property,. 


the  parliament,  rather  than  confent  to  the  fubvention,  agreed  tO' 
impofe  a third  twentieth  penny  upon  pofleffions ; and  to  render- 
this  tax  more  produdtive,  additional  poll-taxes  upon  place-men,  &c., 
xvere  comprehended  in  that  edict.  Thus  ended  the  aifpute ; tne: 
minifter  was  difmiffed,  and  the  edidt  for  the  general  fubvention  was. 


withdrawn. 

Befides  the  fecond  and  third  twentieth  penny,  feveral  augmen- 
tations of  revenue  were  obtained  during  the  laft  war,  which  I fhall 
prefently  mention,  two  of  which.,  for  their  peculiarity,  I fhall  briefly 


explain. 

The  clergy  of  France,  flrongly  preffed  by  the  King,  fupported  by 
his  parliaments,  to  give  in  a declaration  of  their  income,  in  order 
to  be  taxed  at  fo  many  fhillings  in  the  pound,  like  other  fubjecTs^. 
after  many  evafions,  at  laft  fucceeded  in  difappointing  the  fcheme.- 
They  oifered  an  extraordinary  free  gift  equivalent  to  the  two  twen- 
tieths, to  be  paid  annually  until  lydy,  and  this  was  accepted^ 

The  ordinary  free  gift  of  the  clergy  is  at  the  rate  of  a million  and 
a half  of  livres  a year  ; this  they  doubled  and  paid  at  the  rate  of 
three  millions  a year,  which  we  may  eonfider  as  two  fliiiiings  in 
the  pound  of  all  the  clergy  polTefs  in  France,  which  makes  their 
revenue  to  be  about  thirty  millions  a year,  and  I believe  it  does  not 


far  exceed  it. 
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The  other  branch  of  revenue  is  fomething  analogous  to  a circum- 
flance  in  the  hiftory  of  Englifli  taxes:  it  was  called  an  extraordi- 
nary free  gift  to  be  paid  by  every  corporation  in  France.  Charles  L 
had  a very  exact  valuation  put  upon  all  England,  when  he  propofed 
to  levy  fhip-money.  This  was  found  fo  correct  that  it  ferved  for  a 
bafis  to  regulate  the  diftribution  of  the  fum  of  100  000  /.  a year  paid 
to  Charles  II.  for  his  courts  of  wards  and  liveries  *. 

In  like  manner  the  King  of  France  had  a very  accurate  eftimate 
uicide  of  all  France,  when  he  formed  his  edict  for  a general  fuo- 
vention,  which  had  pretty  much  the  fate  of  the  fliip-money.  And 
though  the  parliament  refufed  their  confent  to  the  great  fubvention, 
they  agreed  to  eftablifli  the  epitome  of  it  in  Auguft  1759:  which 
fee  in  the  note  f* 


* Davenant’s  Ways  and  Means,  Article  of  Monthly  Affeffments. 

■f  This  free  gift  was  impofed  upon  all  cities,  towns,  bitroughs,  villages,  and  fuburbs, 
ki  France.  And  thofe  lying  within  the  jurifdiflion  of  every  Intendant  were  joined 
in  one  fum,  leaving  the  repartition  of  them  to  thofe  magiftrates,  as  the  cuftom  is. 

For  the  generality  of  Amiens 
For  the  generality  of  Orleans  . - - 

For  the  generality  of  Paris  „ _ » 

For  the  generality  of  Chalons  - - 

For  the  generality  of  Poitiers  _ - - 

For  the  generality  of  Soiffons 

For  the  generality  of  Tours 

For  the  generality  of  Rochelle 
For  the  generality  of  Bourges  - - - 

For  the  generality  of  Moulin 

For  the  generality  of  Riom  _ - - 

For  the  generality  of  Lyons 
For  the  generality  of  Artois 


Sum  total 


153  3C0 

356000 
I 578  000 
200  900 
265  200 
60  700 

34  434 
131  800 
105  600 
91  770 
165  628 

397454 

15c  000 
3 690  yhS 


Sferling, 
£ *64034  18 


The  duties  impofed  by  this  arret  are  to  be  levied  upon  ail  clafTes  of  the  people,  nobi- 
lity, commons,  clergy,  even  nuns  and  monks;  no  exception  is  made  except  in  favour 
®f  hofpitals  for  their  own  confumption  only. 
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This  tax,  fmall  as  it  is,  may  be  of  infinite  confeqnence  in  times 
to  come.  The  great  difficulty  of  railing  taxes  is  in  the  beginning  j 
and  if  the  levying  of  this  trifle  in  every  city,  town,  village,  and 
fuburb,  in  France,  be  carefully  conduced,  with  a view  to  fubfe-  . 
quent  augmentations,  and  if  it  be  properly  diftributed  upon  every 
branch  of  confumption  and  revenue,  nothing  will  be  fo  eafy  to  the 
King  as,  by  his  own  private  authority,  to  enforce  a gradual  aug- 
mentation  of  it,  and  perhaps  in  time  to  abforb  in  it,  the  whole,  or ' 
at  leaft  the  greatefl  part  of  the  revenue  of  his  kingdom. 

Befides  the  two  twentieths,  and  the  free  gift  of  the  cities,  feveral 
other  taxes  of  lefs  moment  were  either  impofed,  renewed,  or  conti- - 
nued  for  a longer  term,  and  then  fold  for  railing  money  for  the: 
fervice  of  the  year,  viz., 

imo.  Five  years  of  the  free  gift  of  the  clergy  of  France,  amount- 
ing to  I y millions,  were  paid  down  at  once  by  that  body. 

2.do,  That  of  the  clergy  of  Alface,  paid  in  the  fame  way,  for  the : 
fame  term,  produced  3 millions. 

3/1(7,  A duty  on  firewood,  &c.  in  the  city  of  Paris,  valued  at  : 
3400000  a year,  fold  for  7 years,  for  10  millions. 

4/(9,  Another  duty  upon  the  confumption  of  eggs,  butter,  &c.  va-  - 
lued  at  2 400  000,  fold  for  ly  years  for  above  30  millions. 

^to,  A like  fum  got  from  the  farmers  general,  for  allowing  them 
to  raife  the  price  of  their  tobacco  ip  ^er  cent,  for  i o years.  The 
annual  amount  of  this  I do  not  know. 

6to^  And  in  the  laft  place,  the  third  twentieth  penny,  which  pro- 
duced 36270000  a year,  was  fold  for  the  two  years  for  which  it" 
was  impofed,  for  60  millions. 

Thus,  of  all  the  impofitions  railed  during  the  lafl  war,  the  fecond  ' 
twentieth,  and  an  epitome  of  the  fubvention  ratfed  in  all  cities, 
towns,  villages,  and  fuburbs,  in  France,  remain  unalienated. 

In  order  to  throv/  all  the  light  I pollibly  can  upon  the  prefent 
Rate  of  that  nation,  I fhall  next  briefly  , recapitulate  the  extent  of 
the  annual  fupplies  raifed  for  the  fervice  of  the  different  years  of 
the  war,  from  1756  to  1762  inclufive;  in  which  I fhall  point  out, 

a 


as 
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as  well  as  I can,  how  this  third  branch  of  revenue  was  appro- 
priated. 

It  is  in  this  manner  only  I can  communicate  to  the  reader  what  I 
can  guefs  concerning  the  prefent  Hate  of  that  nation.  Could  vre 
know,  as  with  us,  the  amount  of  taxes,  and  outftanding  debts  at 
every  period,  that  detail  would  be  unneceflary. 

The  extraordinary  grants  of  1756,  amounted* to  1 21  millions, 

5-377  777  ^-  fterling. 

In  Oaober  1755,  the  farms  of  almoft  all  the  taxes  were  renewed.  ■ 
Upon  fuch  occafions,  it  is  ufual  for  the  farmers  to  advance  fums 
in  proportion  to  the  extent  of  their  farms,  for  fecurity  of  the  leafe ; 
for  which  advances  the  King,  at  that  time,  allowed  them  an  interell 
out  of  their  yearly  farm-rent  of  s p^r  cent,  and  the  fums  advanced 
were  appropriated  for  the^^fervice  of  the  year  175^.  Here  follow 
the  fums  advanced  upon  the  feveral  farms,.  . 


1.  Upon  the  generaT farms,  after  - 
repaying  what  had 'been  ad- 
vanced upon  the  former  leafe, 
nett  into  the  royal  treafure 

2.  Upon  the  farm  of  the  polls  of 
France 

3.  Upon  the  farm  of  the  llamps 
mpon  leather 

4.  Upon  the  farm  of  the  pmdette 

5.  Upon  the  farm  of  duties  on 
gun-powder  and  falt-petre 

6.  The  farm  of  the  market  of 
Poilii  was  fold  for  feven  years, 
for 

This  fum  was  the  price  of  the  to- 
tal alienation  of  the  duties  col-- 

Carry  over  s-y 


Fr.  money. . Sterling  ditto, 
livres,  - L s,  d. 


40  000  000 

1777777  15 

3 000  000 

133  333  ^ S 

I 000  000 

44444.  8 104 

I 000  000 

44444  8 loi. 

1 000  poo 

44444  8 104 

15  000  000* 

666  666  13  4' 

61  000  000 

2 7 1 1 1 1 1 2 2 
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Brought  over 
lefled  in  that  market  for  the 
whole  time ; which  duties  Ihould 
be  marked  as  a branch  of  reve- 
nue ; but  as  the  annual  amount 
of  them  cannot  be  afcertained, 
it  is  here  thrown  in  as  an  extra- 
ordinary means  of  fupply  arifing 
from  the  fale  of  a tax. 

7.  Befides  thofe  cafual  fnpplies 

from  the  new  farms,  there  was 
levied  this  year,  for  the  fale  of 
five  years  revenue  of  the  free 
gift  of  the  clerg}^  of  France,  to 
1761  exclufive  - . - 

8.  And  for  that  of  Alface 

51.  Raifed  by  a lottery,  for  which 
the  annual  fum  of  3 800  000  was 
fet  apart  for  1 1 years 

io.  And  for  the  fale  of  the  duties 
upon  firewood,  &c.  in  Paris,  for 
7 years  ^ _ 

Total  extraordinary  fupplies  for  i 
1756  - - . J 
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Fr.  money.  Sterling  ditto. 

livres.  1.  s.  d. 

61000000  2711111  2 2 


lyoooDoo  666  666  13  4 

3000000  133333  ^ 8 

32000000  1422222  4 yL 

10  000  000  4^4444  8 loi. 


121000000  5 377  777  S~ 


The  fupplies  for  1757,  amounted 
to  136  millions,  £ 6044444  fteU* 

I.  Two  lotteries,  for  which  were 
appropriated,  for  the  firft, 
380G000  during  12  years  j and 

7 


for 
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for  the  fecond,  4 000  000  during 
1 1 years.  Thefe  fums  were  an- 
nually to  be  drawn,  and  paid 
every  year ; for  which  was  paid 
to  the  King,  for  the  firil,  36  mil- 
lions j for  the  fecond,  40  mil- 
lions ; together 

2.  The  ordinary  revenue  was 
charged  with  6 millions  of  life 
annuities,  at  10  £er  cent,  fold  for 


The  fupplies  for  1758,  amounted 
to  1 35  millions,  £ 6 000  000  llerL 

1.  The  firft  was  a loan  of  40  mil- 
lions, upon  a perpetual  annuity 
of  s per  cent,  propofed  to  be  paid 
off  by  way  of  lottery,  at  the  rate 
of  3 200  000  yearly 

2.  The  King  obliged  thofe  who- 
have  hereditary  offices  propor- 
tionally to  purchafe  additional 
falaries,  to  the  extent  of  i mil- 
lion a year,  at  the  rate  of  20 
years  purchafe,  or  forfeit  whar 
they  had 

’j.  The  additional  i o per  cent,  upon 
the  price  of  tobacco,  was  fold 
this  year  to  the  farmers,  for 


Fr,  money.  Sterling  ditto, 
livres.  L s.  <L 


7^000  000  S 3X7  777 

60  000  000  2 666  666  13  4 


136000000  6044444  ^ ^04^ 


40  0 00  00 0 ^"  777  777  -S 


20  000  000-  888888  17  54 


30000000  1333333  ^ S 


Carry  over 


90  000  aoo-  3 999  999  1 9 I '^1 
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pr.  money, 
livres. 

Brought  over  = ooo  ooo 
4.  The  ordinary  revenue  was 
charged  with  3 <5oo  ooo  livreSj 
life-annuities,  upon  two  lives, 
at  8 per  cent,  j fold  for  the  fum 
of  ^ 0 " 4^000  ooo 


Sterling  ditto, 
L s.  d, 

3 999  999  ^9  114 


2000000 


The  fupplies  for  1759,  amounted 
to  upwards  of  194  millions^ 
£ 8 652  923  fterl. 

1.  The  firll  fupply  for  this  year 
was  the  epitome  of  the  general 
fubvention,  called  an  extraordi- 
nary free  gift  from  all  the 
cities,  towns,  burgs,  villages, 
and  fuburbs  in  France 

2.  3 600  ooo  livres  of  perpetual 
annuities,  borrowed  upon  the 
general  farms,  at  5 per  cent,  un- 
til reimburfement,  fold  for 

Thefe  are  called  the  contrads 
upon  the  farms  ; each  one 
thoiifand  livres  capital. 

3.  The  free  gift  of  the  clergy,  for 
five  years  from  1761  inclufive^ 
fold  at  once  for 

4.  The  fecond  twentieth  penny- 
produced  for  this  year 

Carry  over 


135000000  5999999  19  1 14 


3690786  164034  18  8. 


72  000  ooo 

3 200  ©00- 

16  OOO  OOO 

71  r I II 

24 

35  ooo  ooo 

I 665  666 

1 1 

It 

[26  690  786 

5 630  701 

1 1 

I It 
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Fr.  money, 
livres. 

Brought  over  - 126  <590  786 

5.  Sold  to  the  magiftrates  and 
heads  of  colleges  in  fome  towns 
in  Flanders,  fome  branches  of 

their  own  taxes,  for  - . - 8 oco  ooq 

6,  The  ordinary  revenue  was 
charged  with  3 millions  of  an- 
nuities, called  tontines t fold  for  60  000  000 


Sterling  ditto. 

1.  s.  d. 

5630701  II  ii^ 


ZSSSSB  II 


i^ 


2 666  666  13  4 


194690786  8652923  16  5 


The  fupplies  for  1760,  amounted 
to  above  251  millions,  £ ri  186  430 
flerling. 


1.  The  Paris-duties  above  men- 
tioned fold  for  15  years 

2.  The  3d  Ihilling  in  the  pound 
fold  for  two  years,  for 

3.  The  2d  fhilling  produced  this 

year  _ _ - _ 

4.  Raifed  by  perpetual  annuities, 

at  3 per  cent,  fecured  on  the  King’s 
ordinary  revenue  * - - 

Carry  over 


30283  900 

I 346^51 

2 

24- 

72  340000 

3215  in 

2 

24 

35  000  000 

I S5S  666 

II 

14 

60  000  000 

2 666  666 

13 

4 

197  623  900 

8 783  284 

8' 

lOx 

* When  the  bad  confsquences  of  fhufting  up  the  finking  fund  were  difcovered,  the 
King  opened  fubfcriptions»  fuch  as  were  the  tontines  of  the  iaft  year,  this  of  60 
tniilions,  and  one  the  next  year  of  30  millions  j in  which  the  diferedited  paper  was  re- 
ceived, in  part  payment  of  the  fum.  This  ! fuppofe  is  the  reafon  w'hy  the  fupplies  of 
1759  and  1 7 6c>  appear  fo  high,  and  ahb  why  nx>ney  appears  to  have  been  borrowed 
at  fo  low  a rate  as  5 per  sent,  upon  tontines,  and  3 per  cent,  ^in  article  4th  of  this 
VOL.  11.  I i i year’. 
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j*.  The  free  gift  of  the  cities,  Sec. 

6.  By  a lottery  at  $ per  cent,  where 
the  diferedited  paper  (the  pay- 
ment of  which  was  ftopt,  when 
the  finking  fund  was  Ihut  up  in 
17/9)  was  taken  inpayment  for 
one  half,  was  raifed 

7.  Borrowed  from  the  olEcers  of 

the  town-houfe  of  Paris,  "at  5 per 
cent,  fecured  on  the  ordinary  re- 
venue - - - 


Fr.  money. 

livres. 
197  623  900 
3 ^90787 


Sterling  ditto, 
I.  s.  d. 
8783284  8 104 
164034  19  ^4 


yo  000  000  2 222  222  4 54; 


380000  16888  17  9^ 


251694687  11186430  10  74 


The  fupplies  for  1761,  exceeded  120 
millions,  £ 5 364034  fieri. 

1.  Charged  upon  the  ordinary  re- 
venue, 200  000  livres  a year 
upon  lives  and  other  annuities, 
at  10  per  cent,  in  favour  of  the 

order  of  the  Holy  Ghoft,  fold  for  2 000  000  88  888  17  94 

2.  Borrowed  on  the  duties  upon 

leather,  at  3 - - 30000000  1 333  333  6 8 

Thefe  were  the  annuities 
which  were  ordered  to  be 


Carryover  - 32000000  1422222  4 54 

ytar  becaufe  the  intereft  cf  that  part  only  which  was  paid  in  fpecie  is  ftated  ; not  the 
inrereft  upon  the  diferedited  paper  fubferibed,  which  was  paid  out  of  the  firft  twen- 
tieth. 
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Fr.  money, 
livres. 

Brought  over  - 32  000  000 

reimburfed  after  the  peace 
of  1763,  at  20  years  pur- 
chafe  ; and  which,  I fup- 
pofe,  had  been  fubfcribed 
for,  partly,  in  difcredited 
paper. 

3.  Charged  on  the  ordinary  reve- 
nue, 4 millions  a year,  for  an- 
nuities at  8 ■pet'  cent,  upon  two 
lives,  fold  for  - - ~ S°  000  000 


82  000  000 

4.  Befides  thefe  fums,  there  was 
the  amount  of  the  2d  twentieth, 
and  the  fmall  fubvention,  or 
free  gift,  which  continued  to  be 
applied  to  the  current  fervice, 
as  they  had  not  been  fold  off  j . 
inde  - - - - 3^  690  787 


Total  - 120690787 


The  fupplies  for  1762,  exceeded  is9 
millions,  £ 7 076  923  fieri. 

I . The  farms  which  had  been  lett 
in  1 7 5 c,  came  to  be  again  re- 
newed this  year  ; from  which 
arofe  a fum  for  the  feciirity  of 
them,  of  - - - 83200000 

Carryover  - 83200000 

I i i 2 


Sterling  ditto. 
1.  s.  d. 

1 422  222  4 St 


Z 222  222  4 St 


3644444  8 io£ 


I 719  S9^  10  8 


3-364034  19  64 


3697777  IS  6^ 
3697777  ij:  6i: 
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Fr.  money.  Sterling  ditto, 

■ " livres.  1.  s.  d. 

> . Br6tiglit  over  ^ 835100000  f ^97  777  15  6^ 

z.  There  was  no  borrowing  this 
laft  year  of  the  war.  The  fe-' 

Gond  twentieth,  which  never  had 

been  fold  ; the  third  twentieth,  < 

which  this  year  became  free,  as 

it  was  impofed  a-new  for  tv/o 

years  more  ; and  the  little  free 

gift  by  all  the  towns  of  France ; 

made  together  an  additional 


£um  of 

- 7^030787  3 375>I4*^  ^ 9^ 

139230787  707^923  17  4| 

Recapitulation  of  the  expence  of  the  feven  years  of  the  war. 

Jr.  money. 

Sterl.  ditto;- 

livres. 

I 

For  I7y6 

.'te- 

121000000? 

J 377  778 

For  1737 

- 

136000000 

6044444. 

For  1 738 

- 

- - 133000000 

6000  000 

For  1739 

- 

194690786 

8 632  924 

For  1760 

- 

^ 231694687 

1 1 186  43  r 

For  1 761 

- 

120690787 

3364034 

For  1762 

- 

139230787 

7 076  924 

Total  - - 1118307.047  49. 702  3-35; 


Having  gathered  together,  from  the  beil  information  I can,  the 
amount  of  all  the  extraordinary  fupplies  raifed  in  France,  for  the 
fervice  of  the  laid  war,  let  us  fuppofe,  that  at  the  peace,  no  part  of 

* The  Sterling  money,  in  this  recapitulation,  is  reduced  to  the  neareft  integer, 
negledling  fradlions  of  a pound. 

2 
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any  capitals  borrowed  had  been  paid  oIF,  according  to  the  plan 
laid  down  for  that  purpofe  at  the  time  of  contracting.  Let  us  fup., 
pofe^  I fay,  that  all  the  lottery  funds  and  life-annuities,  as  well  as 
thofe  annuities  which  were  intended  to  be  paid  off  by  way  of  lot- 
tery, ftood  at  their  full  extent,  without  diminution,  at  the  peace, 
and  then  calculate  what  fum  of  debt  fliould  have  remained  upon 
France  in  confequence  of  the  war. 

- As  for  the  fums  raifed,  either  upon  renewing  the  farms  of  the 
revenue,  the  amount  of  new  taxes  impofed,  or  fuch  branches  of 
them  as  were  fold  at  once  for  a fum  of  money,  they  remain  no> 
debt  upon  the  King  ; and  are  therefore  to  be  confidered  (as  they 
really  were')  extraordinary  refources  drawn  from  the  people,,  with-- 
out  any  recourfe  to  credit  or  borrowing. 

Fr.  money.  Sterling  ditto.. 
livres.-  1.  s.  d.- 

Thefe  fums  colledled  from  the' 
above  fupplies,  and  laid  toge- 
ther, amount  tu  - - 52092^948  23rijr2  3o8  16  — 

■ I ■■■■■.■■■  1 11  r .a  Til  . ■ ■ I LIT- 

Let  us  then  Ifate  the  whole  of 


the  fupplies  as  above 
And  from  thence  deduft  the  ex- 
traordinary refources  drawn 
from  the  people,  as  alK)ve,  to 
wit  - - 

There  will  remain  a capital  of 
borrowed  money 


I 118307047  49702435, 


52092(5947  23152308  16  — 


5 97  380  1 00  26  550  226  4 


Of  this  the  life-annuities  (charg- 
ed upon  the  ordinary  revenue) 

form  a capital  of  - - 217  000  000  9644444  8 104 

The  lotteries  form  a capital  of  - icSoooooo;  4800  000  — • — 


3~. 


)C  000 


Carry  over 


4144444  ^ 
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Fr.  money.  Sterling  ditto, 
livres.  1.  s.  d. 

Brought  over  - 325000000  14444444  S loi. 

And  the  perpetual  annuities,  a ca- 
pital of  - - . 272380100  12105781  15 

In  all,  as  above  ? ^ - 597380100  2655022(5  4 5 


Let  us  next  fee  the  amount  of  annual  payments  for  difcharging 
eithdr  the  capital  or  the  interell. 


For  the  life-annuities  until  extin- 
guilhed,  paid  out  of  the  ordi- 

Fr.  money, 
livres. 

Sterling  ditto. 
X.  s»  d* 

nary  revenue  - _ - 

To  difcharge  the  lottery  fund,  in 

16  200  000 

720000  — . 

12  years  at  moll  - - ^ 

Suppofe  the  perpetual  annuities 

II  600  000 

all  at  5 per  cent. ; hide 

13  619  000 

605288  17  9^ 

Annual  fum  of  interell 

41  419  000 

I 840844  8 104 

Let  me  now  draw  up  a Rate  of  the  taxes  raifed  for  defraying  the 
expences  of  this  war.  In  that  I Ihall  only  comprehend  fuch  ar- 
ticles as  exifted  at  the  peace,  unfold : as  for  the  other,  we  may 
confider  them  only  as  expedients  for  raifing  money  for  the  current 

fervice ; but  which,  in  time  to  come,  may  ferve  to  augment  the 
revenue. 


Third 
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Third  general  branch. 

Fr.  money.  Sterling  ditto, 
livres.  1.  s.  d. 


t.  The  2d  twentieth,  never  alien- 
ated - - - , 


35000000  ISSSSSS  II  It 


2.  The  3d  twentieth,  impofed  for 
the  years  1762  and  176^,  not 
alienated  _ _ _ 


30000000  1333333  ^ S 


3.  The  free  gift  of  the  cities, 
towTis,  8cc.  never  alienated 


3690786  164034  18  8 


68690787  3052923  16  54. 


Let  me  now  proceed  to  the  fourth  general  branch  of  taxes,  or  of 
money  raifed  upon  the  people  of  France:  imo.  To  the  profit  of  the 
farmers : zdo^  Towards  defraying  the  expence  of  colledling  the 
three  foregoing  branches  of  revenue,  which  amount  to  about 
403  millions : And  stio,  To  pay  what  is  appropriated  to  certain 
purpofes  within  the  country,  here  to  be  fpecified. 


Fourth  general  branch. 

Fr.  money.  Sterling  ditto, 
livres.  i.  s.  d. 


1.  Firft  then,  the  net  profits  of  all 
the  farmers  of  the  revenue  are 

calculated  to  amount  to  about  - 17240000  ,766222  4 54 

2.  The  expence  of  levying  all  the 
revenue  is  calculated  to  amount 
to  about  I o per  cent,  of  the  whole ; 

hide  _ - - - 40300000  I 791  in  2 

3.  There  is  a revenue  appropriated 
for  keeping  up  the  water-works 

at  all  the  royal  palaces  = - 1200000  53)333  ^ ^ 


%■ 

Carry  over 


<8  7A.0  000 

^ Si 


2610666  13  3I- 
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Fr.  money.  Sterling  ditto, 
livres.  1.  s.  d. 

Brought  over  - 58740000  2 610666  13  3.4. 

AnS  to  the  invalids,  St.  Cir,  and 

the  W 7 SM  4448104 

There  are  taxes  impofed  for 

rlothing  the  militia,  to  the  a- 

r _ _ - 3800000  1(58  888  17  94 

mount  or  - . •>  / 

A.11  the  towns  in  France  have  parr 
ticular  branches  of  taxes  appro- 
priated to  themfelves,  for  pave- 
ment, buildings,  &c.  • and  for 
maintaining  the  police^,  which 

amounts  to  ' ijoooooo  666  66^  n 4 

And  the  dutks  levied  in  the  courts 
of  law  for  fentence  money,  emo- 
luments to  the  judges  C epices), 

and  expence  of  regiftrations,  the 

vaft  fum  of  ^ - ^7  ooo  ooo  i 200  000 

111840000  4970666  13  34- 

Formerly,  all  the  officers  of  the  courts  of  juftice  had  falaries  paid 
.out  of  the  King’s  revenue. ' Thefe  were  infenfibly  dinimiffied  111 
overy  reign,  and  thofe  court-fees  were  augmented  in  order  to  fill 
up  the  void  ; from  which  the  greatefl  oppreffion  enfiies. 

If  to  the  fum  in  this  laft  article  we  add  22  millions  above  fiated 
as  a charge  upon  the  ordinary  revenue  for  falaries  to  firft  prefi- 
dents,  &c.  and  other  expences  of  the  law,  we  fhall  find  that  the  ai- 
ticle  of  juftice  alone  cofts  near  50  millions  of  livres,  a year,  to  the 
public.  The  greateft  part  of  this  fum  Ihould  be  confidered  as  the 
intereft  of  money  borrowed  by  the  Kings  of  France,  the  capitals 
whereof  are  ftill  outftanding ; and  if  the  capitals  were  paid  off,  a 

great  augmentation  of  income  would**  arife  from  it.  But  the  bad 

. footing 
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Sterling  ditto. 

1.  s.  d. 


footing  upon  ■which  their  credit  Hands,  renders  even  this  burden 
expedient  on  fome  occafions ; becaufe  the  King  can  oblige  all  thofe 
who  have  fuch  hereditary  offices,  to  lend  money  upon  an  augmen- 
tation of  their  falaries. 

To  conclude  this  enormous  catalogue  of  taxes  paid  by  the  king- 
dom of  France,  we  mull  not  omit  the  laft  branch,  which  compre- 
hends the  heads  following : 

Fifth  general  branch. 

Fr.  money 
livres. 

1.  What  is  paid  for  bulls,  dilpenfa- 
tions,  baptifms  and  burials,  to 
the  pope,  bifhops,  and  inferior 
clergy,  very  near 

2.  For  the  fupport  of  hofpitals,  a 
fort  of  poors  rates 

3.  To  branches  of  impofitions,  of 
various  kinds,  belonging  to  pri- 
vate people,  peers  of  France,  go- 
vernors of  provinces,  and  officers 
of  all  the  royal  jurifdidlions 


10  000  000 


1 1 500  000 


444444  8 1 04 
5 1 1 1 1 1 2 2i 


within  the  kingdom 

20  coo  000 

888888  17 

• 

41  500  000 

I 844  444  8 

104 

General  recapitulation  of  all  the  money  raifed  in 

France  by  public 

authority,  for  whatever  purpofe  employed. 

Fr.  money. 

Sterling  dit 

to. 

livres. 

1. . s. 

d. 

I.  The  King’s  ordinary  revenue  as 

it  Hood  at  the  peace  1762 

282  300  000 

12^/^.6  666  13 

4 

2.  The  extraordinary  revenue  raifed 

' 

at  the  peace  1 748  - ‘ - 

52  338  000 

2326133  6 

"S' 

Carry  over 

334  638  coo 

14872  800  0 

0 
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Brought  over 

3.  The  extraordinary  revenue  raifed 

on  account  of  laft  war,  and  for 
the  payment  of  debts  then  con- 
traded,  not  fold  at  the  peace 

4.  The  expence  of  raiftng  the  taxes, , 
and  emoluments  of  the  farmers,, 
with  other  branches  perpetually 
appropriated  for  defraying  re- 
gular expences 

5.  Taxes  paid  to  the,  church,  poor, 
and  private  perfons 

Sum  total  raifed  annually  in  France 


livres.  1.  s. 

334638000  14872800.  O Q- 

6S^6^o’j^y  : 30^2923.17;  44 

111840000  4970666  13.,  4.^ 

41  500  000  I 844  444  S 1 04 
5 j6  668  787  24  740  834  1 9 


Charges,  or  appropriations  of  in 


I.  Charges  upon  the  ordinary  re-  ^ 

venue  lift  above  - - 2360^0000  1049x1x1  - 

^ Ditto  upon  the  fecond  general 

" branch Kr  ditto  - - 55  690000  2475  ^ ^ ^ 

3.  Ditto  upon  the  third  general 
branchfor  lotteries  and  perpetual 
annuities  conftituted  during  the 

war  : the  life-annuities  being  ^ ^ 

already  charged  in  article  1 ft  25  219000  i 120  44 

4.  Ditto  upon  the  fourth  general 

branch  totally  exhaufted  inde  1 1 1 .840  000  4 970  ^ 3 4 

5.  Ditto  upon  the  fifth  general 

branch  ditto  - - - 41  5Po  ooo  i 844  444  ^ 

flarry  over  470299000  20  902177  ^5 
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Brought  over 

There  remains  (unappropriated) 
for  all  extraordinary  expences  of 
{late,  which  compleats  the  fum 
total  of  what  is  raifed  in  France 


Fr.  money. 

livres, 
470  299  000 


Sterling  ditto. 
1.  sL  d. 
209^2177  15  ^ 


8^369787  3 838^57  4 ■— 

2474083419  6 


In  this  light  does  the  date  of  the  French  affairs  appear,  from  the 

4ketch  I have  been  able  to  give  of  it. 

Had  the  fum  of  86  millions,  remaining  as  unappropriated  at  the 
peace,  been  any  way  fufficient  for  paying  off  claims  which  have  not 
appeared  upon  the  date  we  have  given,  and  for  all  extraordinary 
^^expences,  the  credit  of  France  would  not  have  been  fo  low"  as  k then 
was,  and  ftill  continues  to  be. 

The  expence  of  a kingdom  mud  conftantly  exceed  the  amount  of 

all  regular  and  permanent  income. 

At  the  end  of  a war  what  great  fums  of  debts  tinprovidei  for  are 
.conftantly  found ! Taxes  alfo,  when  ftretched  as  they  were,  and 
impofed  in  fo  great  a proportion  upon  poffeflions,  in  refpetii:  of 
what  was  raifed  upon  confumption,  muft  always  diminifti  inyeh 
produce ; but  the  expence  and  charges  never  fall  Ihort.  This  is 
more  efpecially  the  cafe  in  a country  where  paper  credit  is  not  efla- 

blilhed.  , 

The  conffant  complaints  for  want  of  money  to  carry  on  circula- 
tion in  the  time  of  war,  is  a proof  of  it.  When  peace  returns,  and 
money  is  kept  at  home,  then  all  taxes  are  readily  paid  in  France, 
and  half  the  burden  of  them  is  not  felt,  although  they  be  more 


productive  than  before. 

As  I faid  in  fetting  out,  I do  not  pretend  tnat  tiie  account  I hate 
given  of  this  dark  affair,  is  in  any  degree  fo  corre<5l  as  to  faiisfy  a 
French  minifler ; but  it  is  a rough  flcetch,  which  contains  the  ge- 

K.  k k 2 ' neral 
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neral  ftate  of  their  affairs  ; and  if  « be  vrorth  any  man’s  while,  who. 
is  better  informed,  he  may  corrcft  it,  and  thereby  bring  on  a far- 
ther inquiry  into  the  true  ftate  of  the  quefaon. 

V/hat  intereft  a nation,  which  is  not  in  an  aftual  ftate  of  bank- 
ruptcy,  can  have  in  concealing  its  affairs,  I cannot  find  out.  How 
much  more  then  is  it  not  the  intereft  of  a mighty  kingdom,  which 
poffeffes  fuch  amazing  refources,  to  expofe  its  fituation  in  a.  fair 
light  to  the  world,  to  which  it  muft,  upon  all  occafions,  have  re- 

coiirie  for  affiftance  in  point  of  credit  i 
Of  the  many  branches  which  compofe  this  great  national  revenue* 
of  above  550  millions,  there  are  feveral  articles  which  muft  of  ne- 
ceffity  be  cut  off,  fo  foon  as  the  debts  are  brought  into  a regular 
form.  The  double  poll-tax  is  moft  oppreftive  on  the  poorer  fort, 
apd  therefore  was  impofed  only  for  a time:  the  three  twentieths, 
as  they  are  levied,  are  no  lefs  fo  upon  the  higher  claffes  of  the 

people.  . ^ 

Thefe  four  articles  amount,  however,  to  ri6  millions.  If  we 

deduff  this  from  the  revenue,  as  we  have  ftated  the  account  or  it, 
it  will  not  only  exhaiift  the  balance  of  86  millions,  but  it  wul  create 
a deficiency,  upon  the  whole,  of  30  millions,  which  can  only  be 
compenfated  by  difcharging  a correfponding  part  of  the  burden  of 
debts^,  while  thofe  branches  do  fubfift. 


But  then  the  fame  refources  are  open  upon  every  new  emei- 
geiicy ; and  as  they  have  now  begun  to  be  colleffed,  they  will  be 

more  eafily  paid  at  another  time. 

Befides,  what  an  acquifition  will  be  made  to  the  revenue  by  the 
, extinction  of  16  millions  of  life-annuities,  and  by  the  expiration  of 


fo  many  anticipations  of  taxes  for  terms  of  years  ! 

On  the  other  hand,  it  is  not  to  be  fuppofed  that  the  King  will 
continue  to  demand  of  the  clergy,  above  i 500  000  livres  a year,  or 
one  fhilling  in  the  pound  upon  their  benefices.  That  body  is  be- 
coming daily  more  and  more  indebted,  by  the  praffiee  introducea 
of  late,  of  making  payment  of  their  free  gifts  to  the  King,  by  bor- 
rowing  the  money,  inftead  of  paying  every  one’s  proportion  out  of 
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liis  benefice.  This  in  time  may  oblige  them  to  accept  of  penfions 
for  their  benefices,  and  to  make  over  their  revenue  in  tithes  to  the 
King : they  will,  at  leaf;,  in  one  wav  or  other,  become  entirely  at 
his  mercy,  and  at  that  of  their  own  creditors. 


Before  I conclude,  I mufi  fay  a word  concerning  the  method  of 
levying  the  taxes  in  France. 

The  moll  general  diftribution  I can  make  of  this,  is  to  reduce  it 
under  four  principal  heads.  _ 

The  fil'd  comprehends  the  general  receptes  • to  wit,  the  taille,  or 
land-tax,  the  capitation,  or  poll-tax,  and  all  the  twentieths.  Thefe 
are  adminidred  by  the  intendants  of  the  provinces,  who  both 
make  the  didribution  of  them  upon  the  fubjedls,  and  who  levy 
them  by  officers  under  their  direiflion ; and  for  the  expence  of  ley;c- 
ing,  is  fuperadded  to  the  taxes,  lo  per  cent,  upon  the  whole.  Whm 
they  are  colledled,  they  are  paid  in  to  the  receivers  general  at  Paris, 
who  deliver  them  in,  and  account  for  them  to  the  royal  treafury.. 

The  fecond  comprehends  ail  the  taxes  which  are  farmed.  The 
farmers  are  veded  with  the  King’s  authority  for  raffing  the  duties 
let  to  them,  according  to  certain  regulations ; and  as  they  are  obliged 
to  keep  open  books,  the  expence  of  management  is  known,  and  at 
every  new  leafe  a reafonable  profit  is  allowed  to  them  over  and  above.. 

The  third  branch  comprehends  all  free  gifts  of  determinate  fums 
of  money,  impofed  cording  to  certain  regulations  preferibed  to 
thofe  bodies  politic  who  pay  them ; into  which  may  be  compre- 
hended all  taxes  upon  the  clergy ; becaufe  they  levy  them  them- 
felves. 

The  fourth  comprehends  retentions  which  the  King  makes  out 
of  the  falaries  he  pays.  This  needs  no  explanation. 

What  farther  obfervations  may  be  made  on  this  head  will  find  a. 
place  when  we  fpeak  of  taxes. 
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C H A P.  VII, 

'Comparative  Fiew  of  the  Fevenue^  Debts y und  Credit  of  Great 

Britain  and  France, 

IN  comparing  the  Hate  of  credit  in  the  two  nations,  I mull  firR 
obferve,  that  it  is  not  fo  ellential  to  compare  the  extent  of  the 
revenue  of  both  countries,  as  the  refources  they  have  for  obtaining 
extraordinary  fupplies  in  cafe  of  need. 

Whatever  be  the  permanent  revenue  of  a Rate,  we  may  be  very 
certain  that  the  exigencies  Of  it  wHl  be  in  proportion  j and  when- 
ever any  extraordinary  expence  is  to  'be  incurred,  it  muft  be  pro- 
vided for  by  extraordinary  means. 

In  examining  the  Rate  of  Great  Britain  and  France,  we  have . 
found  this  obfervation  verified.  If  the  expences  of  the  year  do  no 
more  than  abforb  the  revenue  of  it,  and  if  the  finking  funds  appro- 
priated for  paying  off  incumbrancos  be  properly  applied,  the 
Rate  has  no  reafon  to  complain. 

This  diftribution  evidently  points  out  how  neceirary  it  is  not  to 
confound  thofe  branches  of  revenue  which  are  appropriated  to 
Rate  expences,  with  thofe  which  ought  to  be  fet  apart  for  the  pay- 
•ment  of  debts  and  intereft.  This  however  I apprehend  is  too 

much  neglected  in  both  kingdoms. 

If  times  of  tranquillity  be  not  made  ufe  of,  to  difengage  thofe 
funds  which  neceffity  had  opened,  it  cannot  be  denied,  that  fu- 
‘ ture  exigencies  mull  then  feek  for  a fupply,  from  refources  as 
■yet  undifcovered. 

That  nation,  therefore,  which  has  certain  branches  of  revenue 
lying  dormant  in  time  of  peace,  has  the  advantage  in  point  of  re- 
fources, 

In 
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In  this  refped  the  advantage  hitherto  has  lain  on  the  fide  of 
Fi'ance ; Ihe  has  had  her  dixmnes,  vingtiemes,  and  double  poll-tax,, 
which  have  never  been  impofed  except  in  cafes  of  neceffity. 

But  on  the  other  hand,  Great  Britain  has  a noble  and  opulent 
branch  of  permanent  taxes,  which  compofes  her  linking  fund. 
Were  this  employed  in  times  of  peace,  as  it  ought  to  be,  it  would 
prove  in  time  of  war  a more  ready  fund  of  credit  than  any  France 
can  boall  of. 

Thofe  extraordinary  refources  of  ’ France  cannot  be  mortgaged.' 
They  are  fupplies  for  the  current  fervice  ; but  they  are  no  fund  of 
credit.  Whereas  the  linking  fund  of  Great  Britain  is  always  ready 
in  the  mean  time  to  fupply  urgent  demands.  While  this  fubfifts, 
there  is  no  danger  of  being  obliged  to  break  faithwith  all  the  public 
creditors,  upon  a demand  for  a million  and  a half  llerling,  as  was  ‘ 
the  cafe  with  France  in  1 759.  The  one  refembles  a credit  in  bank ; 
the  other  the  rents  of  a great  eftate.  The  linking  fund  affords  time  * 
to  raife  new  fupplies,  in  proportion  to  the  debts  contraded  ; and 
if  thefe,  when  new,  and  raifed  in  time  of  war,  prove  fuliicient  to  ’ 
anfvver  the  interell  of  the  loan,  they  will  probably  do  more  as  they, 
continue  to  be  levied,  and  upon  the  return  of  peace.  * 

One  very  remarkable  difference  between  the  date  of  credit  in  ’ 
the  two  nations  is,  that  in  Britain  the  objed  "of  attention  is  the 
rate  of  interell ; in  France  it  is  the  fpeedy  repayment  of  the  capi- 
tal. The  great  care  of  a Britilh  minilter  is  to  fupport  the  price  of 
the  funds : the  meaning  of  which  is,  to  keep  the  interell  of  money 
16w.  Bid  not  the  price  of  the  funds  regulate  the  rate  of  money, 
the  date  would  be  nowife  concerned  in  the  price  of  them.' 

Now  the  credit  of  Great  Britain  is  fo  firmly  edabliflied,  that  die 
may  command  money  at  all  times,  providing  die  will  give  the  in- 
tered  required. 

The  cafe  is  totally  different  in  France.  Her  credit  is  not  well  > 
edablidied  ; that  terrible  Millifippi-monument,  of  near  a thoufand  - 
millions,  danding  fixed  upon  the  ordinary  revenue  to  this  day  at  > 
2~  per  cent,  fil'd  reduced  from  the  mod  exorbitant  intered,  by  fuc- 
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ccliive  ii6'ts  or  power,  a 


ftcr  the  late  King’s  death,  and  afterwards 
froiiTa  moderate  iiitcreft  to  2^-  per  cent,  in  the  year  1720,  is  reafon 
inefficient  to  deter  monied  men  from  lending  to  France  upon  per- 


petual intercil;. 

In  borrowdng  upon  life-annuities  at  to  percent,  and  upon  lotteries 
at  nearly  the  fame  rate,  for  ii  or  12  years,  France  obtains  credit 
for  large  fums.  She  alfo  borrows  with  tolerable  fucceis  at  y per 
cent^  when  there  is  a lottery-claufe  put  in,  which  ftipulates  a large 
funi  to  be  annually  paid  for  extinguifhing  the  capital.  The  reafon 
is,  ilie  is  more  punctual  to  fuch  engagements : they  remain  con- 
Rantly  under  the  eye  of  the  public  r the  ftock-holders  confider  their 
money  as  conftantly  coming  in  ; and  any  interruption  in  the  pay- 
ment gives ‘a  general  alarm.  But  when  funds  are  fettled  at  per- 
petual intereft,  people  lofe  fight  of  the  capital  altogether.  The 
contracts  by  which  they  are  commonly  conflituted,  are  not  fo  eafily 
transferred  as  other  funds  : in  a word,  it  is  not  the  tafle  of  the 
French  nation  to  lend  their  money  in  that  way,  and  far  lefs  the 
tafte  of  ftrangers  ; and  the  reafon  is,  that  as  matters  have  hitherto 
been  conduced,  it  has  by  no  means  been  their  intereft. 

Before  the  commencement  of  the  late  w^ar,  no  fecurity  in  France 
was  looked  upon  as  better  than  the  actions  of  the  company  of  the 
Indies.  This  was  a fund  of  perpetual  intereft.  They  brought  in 
to  purchafers  little  more  than  4 per  cent,  and  every  body  wifhed  to 
have  them.  Every  adtion  bore  a dividend  of  eighty  livres  a year  ; 
and  the  action  itfelf  fold  from  eighteen  to  nineteen  hundred  livres. 
The  war  had  not  lafted  four  years,  when  the  dividends  were  re- 
duced to  one  half,  and  the  capital  fell  to  about  700. 

In  fhort,  all  perpetual  funds  in  France,  vchether  upon  govern- 
ment or  company-fecurity,  are  very  precarious  ; and  while  this  is 
the  cafe,  we  may  decide  that  the  credit  they  are  built  on  is 
lions  alfo. 
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CHAP.  VIIL 

Contingent  Confequences  of  the  Extenfon  of  Credit^  and  Increafe 

^ sJ 

of  Debts, 


T 1 A V I N G applied  the  principles  of  public  credit  to  the  Hate 
A J.  of  facts  in  Great  Britain  and  France,  fuch  as  I have  been 
able  to  colIe6t,  I mult  obferve,  that  all  fhort  Iketches  of  this  kind  are 
intended  only  to  fatisfy  a general  curiofity  which  mankind  has, 
to  know  a little  of  every  thing.  Although  they  may  appear  fuper- 
ficial  and  incorrect,  to  perfons  thoroughly  inftruded  in  thofe  mat- 
ters, they  ftill  are  for  our  purpofe  ; which  is  only  to  take  them  as 
fometliing  approaching  nearer  to  truth  than  bare  fuppofitions  can 
do ; and  they  fufficiently  anfwer  the  purpofe  of  illuftrating  the 
fubjedt  we  are  upon. 

I now  proceed  to  inquire  what  maybe  the  confequences  of  this 
mighty  change  produced  upon  the  policy  of  induftrious  and 
trading  dates,  from  the  eftablifhment  of  credit,  debts,  and  taxes. 

I have,  from  the  very  beginning  of  this  inquiry,  occafionally 
taken  notice  of  the  influence  that  fuch  a change  mull  make  upon 
the  fpirit  and  manners  of  a people.  The  lower  claffes,  v/ho  are 
flow  in  forming  combinations,  do  not  fooii  comprehend  the  neccf- 
fary  conlequences  of  fuch  revolutions.  Even  miiiifters  have  been 
often  at  a lofs  to  judge  of  the  confequences  which  might  follow 
upon  fome  iceps  of  their  own  conduct  relative  thereto,  althougli 
taken  upon  mature  deliberation. 

Vv  hen  public  credit  is  employed  for  railing  money  upon  a plan 
of  refunding  the  capital,  either  by  uniform  annual  payments  ex- 
ceeding the  iiitereft,  or  by  funds  eftabliflied  for  finking  the  capital, 
no  contingent  confequences  can  happen,  providing  the  plan  be 
VOL.  IL  L 1 1 executed: 
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executed  : the  debts  contraaed  will  be  paid,  and  matters  will  re- 
turn to  their  former  Rate; 

When  public  credit  is  employed  xov  railing  money  upon  pay^ 
ment  of  a perpetual  intereft  ; or  if,  whatever  be  the  plan  laid  down,, 
capitals  fhould  not  happen  to  be  difcharged,  and  that  the  debts 
iliould  fwell  continually  ; in  this  cafe,  the  contingent  confequences 
are  many  and  various,  far  exceeding  any  man’s  fagacity  to  invefti- 

gate. 

If  we  judge  of  them  from  what  pall  experience  teaches  us,  we 
may  conclude,  that,  in.  one.  way  or  other,  all  debts  contracted  will 
in  time  difappear,  either  by  being  paid,  or  by  being  aboliflied: 
becaufe  it.  is  not  to  be  expected  that  pollerity  will  groan  under 
fuch  a load  any  longer  than  it  is  convenient ; and  becaufe  in  fadt 
we  fee  no  very  old  public  debts  as  yet  outftanding,  where  intereft 
has  been  regularly  paid. 

This  is  a very  rational  conclufion  from  pall  experience ; but  it  is 
only  relative  to  the,  circumftances  of  paft  times.  While  the  debtors 
are  the  mailers,  there  is  no  difficulty  of  getting  clear  of  debts : but 
if  the  confequence  of  this  new  fyftem  fhould  be  to  make  the  credi  - 
tors the  matters,  Ifuppofe  the  cafe  might  be  different  Farther, 

In  former  times  public  debts  were  contracted  between  the  ftate 
and  its  own  fubjecfts  ;,but  at  prefent  we  fee, that  in  fuch  loans,  fo~- 
reigners,  even  enemies,^  are  invited  to  concur:  and  the  better  to  ^ 
engage  them  to  it,  a total  immunity  is  promifed  from  all  taxes 
upon  the  intereft  to  be  paid  by  the  borrowers. 

This  circumftance  has  already  drawn  the  attention  of  Princes,  in 
; the  difcuffion  of  their  reciprocal  concerns.  We  faw  how,  in  the 
treaty  of  Brefden,  which  took,  place  after  the  King  of  Pruffias  in- 
vaftbn  of  Saxony  in  1745,  it  was  provided  by  the  <5th  article, 
that  all  debts  due  by  the  bank  of  the  St euer  to  that  Prince  s fub— 
jedbs,.  were  to  be  paid,  on  prefentation  of  their  contracts. 

We  have  not  indeed  as  yet  feen  wars  carried  on  for  the  payment 
of  debts  ^ but  the  cafe  may  happen,  and  kingdoms  may  be  car-- 

xied  off  upon  fuch  pretenfions,  as  well  as  private  property.  Wnat 
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a chain  of  contingent  confequences  arifes  from  this  fingle  com- 
bination, were  this  a proper  place  to  introduce  them  ! 

But  without  going  to  the  fuppolition  of  Princes  or  nations  be- 
coming reciprocally  engaged  in  debts,  and  thereby  involving  fuch 
mighty  interefts  in  the  fupport  of  public  faith,  we  may  eafily  con- 
ceive, that  a monied  intereft,  of  a long  Banding,  may  have  influ- 
ence enough  to  operate  a change  upon  the  fpirit  and  manners  of  a 
people. 

Let  me  here  take  the  example  of  Great  Britain.  Do  we  not  fee 
how  the  fpirit  of  that  nation  is  totally  bent  upon  the  fupport  of 
public  credit  ? And  do  we  not  fee  how  abfolutely  their  commercial 
intereft  depends  upon  it  ? Can  it  be  fuppofed,  that  every  one  has 
combined  all  the  confequences  which  may  flow  from  the  conftanx 
fwelling  of  their  debts  ? Or  indeed  is  it  pofTible  to  determine  what 
will  be  the  confequences  of  them  ? This  however  we  may  fuppofe 
at  leaft,  becaufe  we  fee  the  progrefs  of  it  already,  that  the  intereft 
of  the  creditors  will  daily  gather  ftrength,  both  in  parliament  and 
without  : and  if  from  fmall  beginnings  it  has  arrived  at  the  pitch 
we  now  fee,  it  is  very  natural  to  conclude,  that,  in  time,  it  may 
become  ftronger,  and  at  laft,  that  the  creditors  of  the  nation  may 
become  the  mafters  of  it. 

When  any  one  intereft  becomes  too  predominant,  the  profperity 
■of  the  ftate  ftands  upon  a precarious  footing.  Every  intereft  fliould 
be  encouraged,  jprotedted,  and  kept  within  due  bounds.  The  fob 
lowing  fpeculations  are  intended  for  the  application  of  principles 
to  new  and  unexperienced  combinations  ; where  natural  caufes 
nmj  work  their  direct  and  immediate  effects,  and  thereby  prove 
prejudicial  to  the  general  welfare,  unlefs  they  be  forefeen  in  foihe 
degree,  and  proper  remedies  be  prepared  againft  them. 

Europe  \vas  poiTefled  by  our  anceftors  free  from  taxes  ; our  fa- 
thers faw  them  impofed,  and  we  fee  how  faft  they  becoiiie  mort- 
gaged for  our  debts.  We  can  as  little  judge  of  the  extent  of  our 
credit,  as  they  could  of  the  poflibility  of  contributing  fo  latge  a 
fund  for  the  fupport  of  it. 
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As  the  plan  of  i.-npofing  taxes  has  been  extended,  we  fee  the 
public  coffers  every  day  receiving  a vaft  flux  of  money,  and  like 
the  heart  in  the  human  body,  throwing  it  out  again  into  circula- 
tion. Happy  ftate,  could  it  be  lafting,  and  wrere  this  flux  and  re- 
flux preferved  in  a due  proportion  to  all  the  ufes  for  which  it  is  in- 
tended 1 But  dates  have  their  \dces,  as  well  as  private  people. 
Public  opulence  fliould  be  proportioned  to  public  exigencies ; but 
how  often  do  we  fee  ambition  putting  on  the  face  of  public'  fpirit, 
and  animating  the  refentment  of  a nation,  under  colour  of  pro- 
viding for  her  fecurity  i Hcncc  wars,  from  wars  expeiice  : recourfe 
is  had  to  credit,  money  is  borrowed,  debts  are  contracted,  taxes  are 


auemented  ; all  this  increafes  circulation,  which  demands  a fup- 
pl)rof  currency : this  is  procured  by  melting  down  the  folid  pro- 
perty. Thefe  operations  performed,  the  public  money  is  either 
fent  abroad,  or  remains  at  home.  If  fent  abroad,  more  property 
muft  be  melted  down,  in  order  to  fill  up  the  void.  If  it  remains  at 
home,  it  will  animate  every  branch  of  circulation  ; and  when  the 
exigency,  which  required  this  additional  quantity  of  money,  is 
over,  what  circulation  finds  fuperfluous,  will  ftagnate  in  the  hands 
of  the  monied  intereil,  and  ■will  either  form  a new  fund  for  con- 
tracting more  debts,  or  it  will  be  laid  out  in  the  purchafe  of  the 
property  formerly  melted  down,  which  produced  it  j and  theiebp 
will  be  confolidated  a-new. 

Everv  intereft  in  a ftate  mufl;  influence  the  government  of  it,  in 
proportion  to  its  confequence  and  weight ; and  every  government 
muft  influence  the  fpirit  of  the  people  who  live  under  it. 

Now,  as  we  have  feen  how  induftry  creates  wealth  ; how  wealth 
and  confidence  create  credit  ; hew  credit  creates  debts  and  taxes  ; 
how  thefe  again  occafion  an  augmentation  of  money,  by  the  melt- 
ing do-wn  of  property  and  how  this  property  is  transferred  to  a. 
new  fet  of  men,  who  were  once  the  monied  intereft,  and  who 
afterwards  acquire  the  lands,  and  confolidate  this  additional  cir- 
culation ; does  not  this  chain  of  confeqiiences  reprefent  a kind  of 
circle,  returning  into  itfelf  ? And  is  it  not  plain,  that  without 
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the  interv-ention  of  this  engine,  the  money  created  in  proportion 
to  the  demand  for  it,  the  chain  A^oiild  be  cut  off,  before  it  could 
reach  the  link  from  which  it  firfc  let  out  r Will  not  this  converfion 
of  a monied  intereft  into  a landed  intereft,  inienfibly  infpire  the 
bulk  of  the  landlords  with  lentiments  analogous  to  a monied  in- 
tereft ? Is  not  that  evidently  more  and  more  the  cafe  every  day  in 
England  : And  from  this  may  we  not  prognofticate  the  folidity  of 
public  credit  in  that  nation 

If  on  the  other  hand  we  find,  as  in  France,  induftry  in  times  of 
peace  drawing  wealth  from  other  nations,  and  thereby  increafing 
the  coin,  upon  which  alone  credit  is  circulated  through  the  king- 
dom ; and  then  foreign  expence  fending  it  av/ay  in  times  of  war  ; 
muft  not  circulation  keep  pace  with  the  coin,  that  is  to  fay,  be 
circumfcribed  within  the  proportion  of  it  ? 

If  the  folidity  and  extent  of  the  French  King’s  free  revenue 
fhould  afford  credit  to  borrow  this  coin  ; and  if,  inftead  of  pro- 
viding a proportional  fiipply  of  currency  to  fill  up  this  new  loan, 
the  coin  borrowed  be  fent  out  of  France  j-  how  will  the  ordinary 
circulation  be  carried  on  r 

Let  us  here  recal  to  mind  what  was  faid  in  the  2 2d  chapter,  upon: 
banks,  where  we  diftinguiihed  -oolurdary  circulation,  which  is  buy- 
ing, from  iiwpluntary  circulation,  which  is  paying : we  there  ob-- 
ferved  h.o\Y paying  mvS.  always  take  place  of  buying-,  confequently,, 
we  may  here  determine  that  taxes  muft  be  paid  before  buying,  that 
is  confumption,  can  go  on.  The  deficiency  therefore  of  coin  for 
circulation,  will,  firft,  proportionally  affedt  the  trade,  manufac- 
tures, and  confumption  of  France,  and  afterwards  the  revenue 
V7hich  arifes  from  them.  Is  not  this  the  conftant  complaint  in 
France,  when  war  carries  off  their  com  ? The  remonftrances  of 
all  their  parliaments  are  filled  with  it. 

In  times  of  peace,  the  amount  of  what  comes  from  the  people  is 
greater  than  in  time  of  war : but  then  there  is  coin  fufficient  for 
all  the  payments  ; and  when  they  are  made  to  the  royal  treafury,. 

they  immediately  return  into  circulation,  and  no  hurt  is  feit. 

li 
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T infift  the  more  upon  this  principle,  and  I introduce  it  in  fo 
many  different  ways,  and  under  fuch  a variety  of  views,  becaufe 
I take  it  to  be  one  of  the  moll  important  confiderations  in  the 
whole  doarine  of  credit,  and  one  which  I have  never  feen  fug- 
gelled  by  any  French,  or  Englifti  writer  upon  this  fubje^.  Many 
are  the  complaints  for  want  of  money  ; but  no  method  have  I ever 
feen  propofed  for  obtaining  it  from  folid  property ; the  eafieft 
and  fafeii  of  all  operations,  when  conducTed  with  honefty,  and 

according  to  principles. 

4s  money  therefore  is  the  means  of  clofing  the  chain  of  confe- 
quences  already  mentioned,  and  forming  it  into  a circle,  as  has 
been  faid,  we  plainly  fee  how,  v/hen  it  is  wanting,  tlie  fame  effecls 
cannot  be  produced  ; and  confequently  the  country  of  France, 
when  money  is  confined  to  the  coin,  will  be  very  long  in  adopting 
the  fentiments  of  a monied  intereft.;  whether  for  its  profit  or  lofs, 


in  the  end,  is  not  here  the  queftion. 

Y/e  have  now  traced  the  contingent  confequences  of  public  cre- 
dit 10  far  as  to  fiiew  how  VL-may  tend  to  influence  the  fpirit  of  a 
people,  and  make  them  adopt  the  fentiments  of  a monied  interefl. 

The  allurement  of  acquiring  dand-property  is  very  great,  no 
doubt,  efpeciaily  to  monied  men.  The  eafe  and  affluence  of  thofe, 
on  the  other  hand,  who  have  their  capitals  in  their  pocket-books, 
is  very  attracting  to  the  eyes  of  many  landlords,  efpeciaily  at 
a time  when  they  are  paying  the  heavy  taxes  laid  upon  their  pof- 
feflions. 

The  firm  eflablifflmeiit  of  public  credit  tends  greatly  to  intro- 
duce thofe  reciprocal  fentiments  of  good-will  among  tne  two  great 
claffes  of  a people,  and  thereby  preferves  a balance  between  them. 
The  monied  intereft  wilh  to  promote  the  profperity  of  the  land- 
lords ; the  landlords,  the  felidity,  of  credit ; and  the  well-being  of 
both  depends  upon  the  fuccefs  of  trade  and  induftry. 

Let  us  now  fiippofe  what  is  aftually  the  cafe  in  Great  Britain^ 
that  from  the  fwelling  of  public  debts  an  enormous  fund  of  pro- 
perty is  created.  This  is  formed  out  of  the  income  of  the  whole 

? nation ; 
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nation ; and  as  it  has  been  purcliafed  by  tliofe  who  have  lent  mo- 
ney to  the  date,  in  common  language  it  is  included  in  what  we 
call  the  monied  intereil : it  is  however  very  diftincl- from  it,  .as 
w'ill  be  underftood  from  what  is  to  follow. 

The  capital  of  the  public  debts  is  the  price  wrhich  was  paid  for 
the  annuities  due  to  the  creditors,  and  is  now  no  more  money  to  ■ 
them  than  landds  money  to  the  landlord.  It  ^ may-  be.  turned  into  » 
money,  no  doubt ; but  fo  may  land. 

By  the  monied  intereft,  properly,  fhould  be  underflood,  thofe 
who  have  money,  not  realized  upon  any  fund,  and  who  either 
'employ  it  in  the  way  of  trade,  in  the  way  of  induflry,  in  jobbing 
in  land,  in  flock,  or  in  any  way  they  pleafe,  fo  as  to  draw  from  it 
an  annual  income.  While  it  is  fixed,  that  is,  given  for  any  per- 
manent value,  it  ceafes  to-be  money  s when  it  is  called  in,  it  be- 
comes money  again.  Ler  flock,;  therefore,  fufter  ever  fo  many 
alienations  from  hand  to  hand,  it  flill  continues  flock  : it  never  can 
become  land,-  it  never  can  become  money^  until  it  be  paid  off. 
hope  this  idea  is  clear,  and  underdood. . Stock,- therefore,  I here 
confider  as  one  great  branch  oTTolid  property;  fo  far  as  the 
fecurity  of  government  is  folid  and  good  ; and  as  fuch,  may  hs- 
melted  down  into  money  by  banks,  as  well  as  any  other  thing. 

Now  I have  faid  that  this  fund  is  formed  out  of  the  income  of  the 
whole  nation  ; confequently  by  here,  I do  not  underdand  the 
capital,  which  exids  no  more,  but  the  intered  which  is  drawn  for 
it:  it  is  this  intered,  I fay,  wliicli  arifes  from  the  land,  money, 
trade,  indiidiy;  &cr  From  the  land,  out  of  the  amount  of  the 
taxes  charged  upon  it ; from  the  money,,  trade,  indudry,  &e.  out 
of  the  amount  of  proportional  taxes,  fuch  as  excifes,  cudoms,  fait-  ■ 
tax,  damp-duties;  and  the  like. 

The  more  the  debts  increafe,  by  tile  monied  intered  realizing  - 
into  this  branch  of  folid  property,  the  more  the  taxes  mud  aug- 
ment ; and  confequently,  the  more  the  folid  property  of  the  funds 
themfelves  will  be  affe^ded,  as  well  as  the  land. 

From'. 
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From  this  expoiition  of  the  matter,  I think  it  appears  pretty  evi- 
dent riiat  as  proportional  taxes  affeft  every  man's  mcome,  accord- 
ing to  his  confumotion  ; the  landlord,  c.ter.s  fanbm,  who  pays  a 
Und  tax,  as  well  as  his  proportion  upon  his  confumption,  is  more 
hardly  dealt  with  than  the  proprietor  of  the  other  branch  of  folid 
property,  the  funds,  who  only  pays  the  proportion  of  the  laft. 

But  the  condition  of  the  ftockholder  is  not  equal  to  that  of  the 
landlord,  for  two  very  plain  reafons.  The  firft  is,  that  the  income 
of  his  ftock  cannot  increafe  ; that  of  the  land  may.  The  fecond 
is  that  the  fwelling  of  this  great  capital  of  ftock  has  the  effed  of 
finking  the  intereft  upon  it,  and  confequently  of  diminiftiing  the 
income  of  the  ftockholder  ; and  in  proportion  to  that  diminution, 
the  value  of  land  is  augmented.  Now  I readily  allow  that  the  aug- 
mentation upon  the  value  of  lands  is  no  inducement  to  a landlord 
to  turn  them  into  money ; becaufe  he  would  then  lofe  upon  his 
money,  what  he  gains  upon  the  additional  price  received.  But  it 
is  a great  advantage  in  this  refpect,  that  he  thereby  diminifnes 
the  intereft  he  pays  upon  his  debts,  if  he  has  any  ; and  if  he  has 
none,  it  enables  him  to  borrow  at  a lower  rate  for  the  future  ; and 
by  improving  his  lands  with  the  money  borrowed,  he  augments 
his  income  much  beyond  the  proportion  of  the  intereft  paid. 

It  is  therefore  neceflary,  in  impoftng  land  taxes,  rightly  to  com- 
bine every  circumftance ; that  the  load  of  all  impofttions  may  be 
equally  diftributed  upon  every  clafs  of  a people  who  enjoy  fiiper- 
ftuity,  and  upon  no  other.  If,  after  a fair  deduction  of  principles, 
this  ihall  appear  a thing  poflible  to  be  done,  we  may  expect  to  fee 
Itatefmen  engaged  to  depart  from  jthe  old  maxim  or  grafping  at 
wdiat  is  readieft  and  neareft  at  hand,  to  wit,  tlie  landed  property, 
with  a view  to  fpare  a clafs  of  people,  which,  in  a well  regulated 
ftate,  never  can  be  made  to  feel  the  burden  of  any  proportional 
tax  whatfoever  ; I mean  the  induftrious  poor. 

I now  proceed  in  my  inquiry  into  the  nature  and  confequences  of 
the  fwelling  of  this  great  branch  of  property,  the  public  funds. 

As 
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As  to  the  nature  of  it,  we  have  faid  already,  that  it  is  formed  by 
realizing  money  into  Hock.  When  government  borrows,  the  lenders 
niuft  be  people  who  have  money.  If  the  loan  is  made  at  home, 
the  money  is  no  fooner  paid  in,  than  it  is  fpent ; and  as  we  may 
iUppofe  that  it  would  not  have  been  lent,  had  either  the  lenders 
found  it  neceilary  for  their  cun'ent  expence,  or  had  they  found  a 
more  profitable  way  of  realizing  it  than  by  lending  it  to  govern- 
ment, we  confider  it  as  in  a ftate  of  ftagnation ; but  being  lent  to 
government,  it  is  thrown  into  a new  channel  of  circulation. 

Farther,  this  money  fiagnating  in  the  hands  of  the  lender,  either 
proceeded  from  his  income,  which  exceeded  his  expence,  or  from 
the  profits  of  his  induftry.  In  either  cafe,  the  country  is  neither 
poorer  or  richer,  when  confidered  in  a cumulative  view,  than  if  the 
fame  fum  had  been  lent  to  private  people  at  home. 

Let  us  next  fuppofe  the  money  to  have  been  borrowed  for  the 
exigence  of  a foreign  war.  In  this  cafe,  if  it  be  borrowed  at  home 
and  fent  aoroad,  it  inuft  firfl  be  converted  into  the  money  of  the 
world,  gold  and  filver,  and  then  fent  off,  to  the  diminution  of  this 
kind  of  property ; or  it  muft  go  abroad  in  the  money  of  the  coun- 
try, Credit,  to  the  diminution  of  the  annual  income  upon  which 
the  credit  is  eftablifhed.  As  this  lafi;  operation  may  not  be  fo  clear, 
an  example  will  explain  it. 


GoverRitient  borrows  a million  ; it  is  paid  in  paper,  and  muft  be 
lent  to  Holland.  If  at  that  rime  a balance  be  due  bv  Hoiland  for  a 
million,  bills  will  readily  be  found  for  it.  In  this  cafe,  the  balance 
of  trade  is  borrowed  b}"  government,  and  is  converted  into  a caui- 
tal  of  a million  in  the  public  funds,  the  interefl  of  whipli  will  re- 
mam  at  home,  and  continue  to  be  the  property  of  tlie  nation.  But 
.ts  the  value  or  this  balance  is  fent  to  Holland  a.nd  fnent  abroad,  it 
IS,  upon  the  whole,  to  the  nation,  as  if  the  balance  had  not  been 
Qiie  to  them.  This  I call  a lucrum  cejjans  to  the  counts  y. 

dut  fuppofe  no  balance  due  at  the  time  the  million  comes  to  be 
fent  on,  I fay  the  confequeiice  will  be,  to  alienate  in  favour'  of  fo- 
reigners a part  of  the  annual  income,  proportional  to  the  whole 
\OL.  If.  ]\'j  ni  m 
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interellpaid  for  the  loan,  VArhether  it  has  been,  fubfcribed  for.  by, 
foreigners,  or  by  natives. 

If  the  fnbfcription  comes  from  foreigners,  the  confequence  is 
evident : it  is  equally  fo  in  the  ocher  cafe,  upon  a little  reflection. 

Suppofe  then  the  million  fubfcribed  for,  and  paid  in  London. 
Bills  are  fought  for  j none  are  found,  I mean  in  the  way  of  reel- 
procal  compenfation,  does  not  this  fum  immediately  become  a ba- 
lance againfl;  London  ? And  as  a country  lofes  all  fuch  balances,  and  i 
that  the  country  to  which  they  are  dne  gains  them,,  this  million  is  . 
loll  to  England,  and  forms  what  I call  a damnum  .emergens  j that  is  to  , 
fay,  her  former  property  or  income  is  fo  far  diminiflie.d,  or  combes  . 
to  be  transferred,  to -flrangers. 

From  this  we  may  conclude,  that  in  all  matters  of  public  borrow- 
ing, it  is  of  no  confequence  whether  the  fubfeription  be  filled  by 
natives,  or  by  foreigners,  when  the.  value  of  it  is  to  be  fent  abroad.  . 

Let  us  next  examine  the  fiate  of  the  queftion  when  the  loan  is 
made  in  order  to  be  fpent  at  home,,  as  is  the  cafe  after  a war,  when  _ 
the  unfunded  debts  come  to  be  paid  off. 

We  have  faid  that  loans  are  filled  by  money  ftagnating,  which  the 
owner  defires  to  realize : if  he  cannot  do  better,  he  lends  it  to  go- 
t^ernment ; if  he  can  do  better,  he  wilLnot  lend  it. 

While  the  ufes  of  domeftic  circulation  abforb  all  the  money  in  the 
country,  that  is  to  fay,  when  there  are  private  perfons  ready  to  bor-  ~ 
row  all  the  money  to  be  lent,  at  this  time  government,  cannot  bor- 
row at  home  ; and-  if  they  did,  by  offering  a high  intereft  for  it,  the 
borrowing  would  do  harm  to  circulation ; becaufe  it  would  raife  ia- 
tereft  at  home,  or  difappoint.thofe  who  would  gladly  borrow  it,  for 
little  more  than  the  intereft  offered  by  government.. 

Let  us  next  fuppofe  that  after  a war,  when  the  unfunded  debts 
are  either,  bearing  a high  intereft,  or  felling  at  difeount,  govern- 
ment fiiall  find  an  aavantage  in  opening  a. fubfeription,  which  may 
be  filled,  from  abroad,  at  a lower  rate  than  the  then  acftual  value  of  ■ 
money.  Suppofe,  I fay,  the  Dutch  ffiould  be  willing  to  lend  at 
3 fer  cent,  while  money  in  England  flood  at  4 fer  cent,  I afk  if,  in 
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this  cafe,  government  ought  to  borrow  from  Holland,  at  the  espence 
of  fending  the  intereft  out  of  the  country,  rather  than  fufFer  fuch 
debts  to  fell  at  difcount  j or  to  continue  paying  a higher  intereft  at 
home  for  what  they  owe  ? 

It  is  my  opinion  that  ftill  they  ought  to  borrow,  for  the  following 
reafons.  That  if  the  high  intereft  at  home  proceeds  from  want  of 
money,  that  is  to  fay,  from  circulation  not  being  full  enough,  it  is 
their  intereft  to  borrow,  were  it  for  nothing  elfe  than  to  fupply 
circulation  j becaufe  unlefs  this  be  full,  all  induftry  muft  languifh. 
But  fuppofe  it  fhould  be  faid  that  circulation  is  full  enough,  that 
induftry  fuffers  no  check  from  that  quarter,  but  that  there  being 
no  fuperfluity  of  money,  intereft  ftands  i fer  cent,  higher  than  it 
would  do  were  there  confiderable  ftagnations.  In  that  cafe  alfo,  I 
think  it  is  their  intereft  to  borrow,  were  it  for  no  other  reafon  than 
to  produce  fuch  ftagnations. 

It  is  a general  rule  every  where,  that  there  is  no  having  enough 
without  having  a fuperfluity ; at  leaft  there  is  no  certainty  of  one’s 
having  enough  without  finding  a fuperfluity.  Borrov/ing,  there- 
fore, in  fmall  fums,  at  fuch  a time,  will  produce  ftagnations  at 
home,  from  which  fucceeding  loans  may  be  filled,  after  circulation 
is  fufliciently  provided : and  even  in  cafe  more  fhould  be  borrowed 
from  ftrangers  than  H neceffary,  and  that  in  confequence  of  it,  too 
much  fhould  come  to  ftagnate  at  home,  after  the  demand  of  go- 
vernment is  over,  in  that  cafe,  the  monied  intereft  would  lend,  in 
their  turn,  to  other  ftates,  where  intereft  is  higher  .;  and  the  annual 
returns  from  that  quarter  would  more  than  compenfate  what  muft 
be  fent  away,  in  confequence  of  the  former  borrowing. 

From  thefe  combinations,  let  us  draw  fome  concluflons. 

-imo.  That  the  effect  of  public  borrowing,  or  national  debt,  is  to 
augment  the  permanent  income  of  the  country,  out  of  ftagnating 
•iTioney,  and  balances  of  trade. 

ido.  That  this  income  fo  created,  may  be  either  the  property  of 
natives,  or  of  ftrangers. 

M m m 2 That 


43*2  an  INQUIRY  THE  PRINCIPLES  Book  IV.  P.4. 

2i/.3,  That  when  money  is  found  to  ftagnate,  in  a country  wdiere 
circulation  is  not  diminiihing,  it  may  be  fuppofed  to  proceed  from- 
the  coming  in  of  a right  balance  of  trade. 

A^to,  If  ftagnations  in  one  part  are  found  to  interrupt  circulation 
in  another,  public  borrowing,  for  domeftic  purpofes,  has  the  good 
effect  of  giving  vent  to  the  fcagnationj  and  throwing  the  money  intOi 
a new  channel  ot  cnxutation. 

5^5,  That  the  luiii  of  interefl  paid  by  any  nation  to  ftrangers,, 
flievrs  the  general  balance  due  by  the  nation,  after  deducting  all 
the  profits  of  their  pafl  trade  out  of  all  the  expence  of  their  foreign 
wars.. 

But  here  it  mull  be  obferved,  that  as  on  one  hand  we  are  compre- 
hending all  that  is  paid  to  foreign  creditors,  on  account  of  the  funds 
they  have  in  England,  for  example,  fo  on  the  other  hand,  muft  be 
deduded  from  this,  all  the  like  payments  made  to  Engliflimen  by 
other  nations. 

6/0,  From  this  lafl  circumflance  we  difcover,  that  the  lending  to* 
other  nations  by  private  hands,  produces  the  fame  effecl  to  a nation 
as  if  the  flate  were  adually  paying  olF  the  debts  due  to  ftrangers.. 
Confequently,  when  Mofes  permitted  the  Jews  to  lend  to  ftrangers 
at  intereft,  and  forbade  fuch  loans  among  themfeiveSj  his  view  was 
to  eftablifh  a foreign  tribute,  as  it  were,  in  favour  of  his  own  na- 
tion, inftead  of  eftablilhing  luxury  at  home. 

77K-3,  As  the  balance  due  to  a nation  upon  her  trade,  is  found  to 
compenfate,  pro  tanto,  the  money  flie  fpends  abroad,  we  may  from 
the  fame  principle  conclude,  that  fo  foon  as  flie  ceafes  to  expend 
money  abroad,^  the  balance  of  trade  in  her  favour,  if  not  realized 
at  home  in  fome  new  improvement,  will  diminifli,  pro  tanto,  the 
intereft,  or  capitals  due  to  ftrangers.  This  is  evident  from  the  na- 
ture of  balances,  of  which  we  have  treated  already. 

The  confequence,.  for  example,  of  England’s  owing  large 
fums  to  ftrangers,  will,  from  the  fame  principle,  conftantiy  prevent 
exchange  from  rifing  very  high  in  her  favour,  when  tlie  balance 
of  her  trade  is  to  be  paid  to  her  r becaufe  on  every  fuch  occafion, 
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her  foreign  creditors  will  be  glad  to  difappoint  excliangers,  by  fur- 
nifhing  bills  for  their  intereft,  or  capitals,  to  thofe  who  ow^  the  ba- 
lance ; the  confeqnence  of  which  is  plainly  to  diminixh.  the  foreign 
debts  *. 

This  circtimftance  implies  no  lofs  to  the  nation  which  is  creditor 
in  the  balance  of  trade,  and  debtor  -upon  the  capitals  ; becaufe  we. 


have  proved  that  the  price  of  exchange  never  affects  a nation,  hut 
only  certain  indiwdiials,  vrho  pa]/  it  to  others. 

Tins  is  fufiicient,  I think,  to  point  out  in  fome  degree  the  nature 


of  a national  debt.  I come  next  to  examine  the  confequences  of  its 
conftant  augmentation,  without  proper  meafures  being  taken, 
either  to  pay  it  off,  or  to  circumfcribe  it  within  certain  bounds. 

In  what  is  to  follow,  I lhali  throw  all  coniideration  of  capitals  to- 
tally out  of  the  queftion  ; and  as  to  the  amount  of  taxes,  it  is  quite 
indifferent  whether  the  money  proceeding  from  them  be  in  confe- 
quence  of  an  improvement  made  upon  thofe  already  ellablillied,  or 
from  new  impofitions  r fuch  combinations  will  come  in  more  pro- 


perly afterwards. 

If  the  intereft  paid  upon  the  national  debt  of  England',  for  ex- 
ample, be  found  conllantly  to  increafe  upon  every  new  war,  the 
confequence  will  be,  that  more  money  will  be  raifed  on  the  fiib- 
ject  for  the  payment  of  it.  The  queftion  then  comes  to  be,  i.  How 
far  may  debts  extend?  2.  How  far  may  taxes  be  carried?  And  3. 
What  will  be  the  confequence,  ffippofing  the  one  and  the  other  car- 
ried to  the  greateft  height  poffible  ? 

I anfwer  to  the  firft,  that  abftracling  from  circumftances  which 
may  diflurb  the  gradual  progrefs  of  this  operation,  before  it  can 
arrive  at  the  ne  plus  ultra,  debts  may  be  increafed  to  the  full  propor- 
tion of  all  that  can  be  railed  for  the  payment  of  the  intereft.  As  to 
the  fecond,  How  far  taxes  may  be  carried,  I fliall  not  here  anticipate 


* We  muft  always  carefully  avoid  confounding  the  grand  balance  of  payments  with 
the  balance  between  importation  and  exportation,  which  I confider.  as  the  balance  of 
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me  fubjedl  of  the  following  book,  any  farther  than,  is  necelTary  to 
i?efolve  the  queftion  before  us. 

Taxes,  we  have  faid,  either  affect  income,  or  confumption.  The 
land-tax  of  England  is  now  at  ^ fhillings  in  the  pound,  upon  a fup- 
pofed  value  of  the  property  affeciled  by  it,  which  is  all  real  and  per- 
fonal  eftates,  the  flock  upon  Mnds,  and  fome  few  other  particulars 
excepted. 

This  tax  may  be  carried  to  the  full  value  of  all  the  real  eflates 
in  England.  As  for  perfonal  eflates  it  never  can  affect  them  propor- 
tionally ; and  that  part  of  the  flatute  of  land-tax  which  paffes  every 
year,  and  impofes  4 fhillings  in  the  pound  on  perfonal  eifates,  car- 
ries in  it  a veflige  of  our  former  ignorance  in  matters  of  taxation. 

The  notion  of  impofing  (fa^oj  20  fnillings  in  the  pound  upon  the 
real  value  of  all  the  land-rents  of  England,  appears  to  us  perfetitlv 
ridiculous.  J admit  it  to  be  fo ; and  could  I have  difcovered  any 
argument,  by  which  I could  have  limited  the  rifing  of  the  land-tax 
to  any  precife  number  of  fhillings  under  twenty,  I fhould  have 
'Rated  this  as. the  maximum,  rather  than  the  other. 

The  fecond  branch  of  taxes  comprehends  thofe  upon  confump- 
tions,  excifes.,  and  the  like.  The  maximum  as  to  this  clafs  mufl 
be  determined  by  foreign  trade ; becaufe  this  is  affeded  in  a cer- 
tain degree. by  the  price  of  domeflic  induflry.  Other  taxes  have  not 


this  effecb,  as  we  fliall  fhevv^  in  its  proper  place. 

But  as  foreign  trade  is  not  effential  to  the  domeflic  induflry,  con- 
fumption, circulation,  &c.  of  any  nation,  as  has  been  proved  in 
the  fecond  book,  but  only  to  their  increafing  in  wealth  propor- 
tionally to  , other  nations  ■,  if  foreign  communications  fhould  be  cut 
off  entirely,  I perceive  no  limit  to  which  I can  confine  the  extent  of 
proportional  taxes.  Let  me  therefore  fuppofe  a term  beyond  which 
impofltions  of  all  kinds  mufl:  come  to  a flop,  and  then  afk,  in  the 
vfhnd  place,  what  will  the  confequence  be  ? I anfwer,  that  the  Rate 
will  tnen  be  in  poflellion  of  all  that  can  be  raifed  on  the  land,  on 
ilie  €onfumptiOn,  induflry  and  trade  of  the  country ; in  fliort-,  of  ail 
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tLat  can  dc  called  income,  wlncn  tliey  will  adminifler  for  the  cre- 


ditors. 


When  this  comes  to  be  the  cafe,  debts  become  extinguillied  of 
conrfe  j becaufe  they  come  to  be  confolidated  with  the  property:  a . 
cafe  which  commonly  happens  when  a creditor  takes  polleffion  of 
an  eftate  for  tne  payment  of  debts  equal  to  its  value.  • 

Then  government  may  continue  to  adminifler  for  the.  creditors 
and  eitlier  retain  in  its  hand  what  is  neceflary  for  the  public  expence  “ 
of  the^year;  or  if  it  inclines  to  fhew  the  fame  indulgence  for  this  new 
clafs  of  proprietors  as- for  the  former,,  it  may  limit  the  retention  to  - 
a fum  only  equal  to  the  intereft  of  the  money  wanted  ; and  in  that 
way  fet  out  upon  a nev/  fyftem  of  borrowing,  until  the  amount  of 
taxes  be -transferred  to  a new  fet  of  creditors.  This  is  the  endlefs 
path  referred  to  in  the  ninth  chapter  of  the  fecond  book,  which  after 
a.multltude,  of  windings  returns  into  itfelf  \ 

A flate,  I imagine,  which. would  preferve  its  public  faith  im  - 
violable,  until  a period  fuch  as  I have  been  fuppofing,  would  run  s 
little  rilk  of  not  finding  credit  for  >a  new  borrowdng.  The  profped: 
of  a fecond  revolution  of  the  fame  kind  would  be  very  diflant  and  : 
in  matters  , of  credit,  which  are  conftantly  expofed  to-  rifk,  fuch  - 
events  being  out  of  the  reach  of  calculation,  are  never  taken  into 
any  man’s  account  who  has  money  to  lend.  . 

The  whole  of  this  hypotheiis  is,  I readily  agree,  deflitute  of  all 
probability  r becaufe  of  the  infinite  variety  of  circumftances  v/hicli 
may  fruflrate  fuch  a fcheme.  I only  introduced  it  to  fhew  where 
the  conftant  mortgaging  of  a public  revenue  may  end  ; and  to  dif- 
prove  the  vulgar  notion,  that  by  contracting  debts  beyond  a certain 
fura,  a tmding  nation ’which  has  a great  balance  in  its  favour^  mufl  be  in- 
volved in  an  unavoidable  bankruptcy.  To  fay  that  a nation  mufl 
become  bankrupt  to  itfelf,  is  a propofition  which  I think  implies  a t 
contradidion.  , 
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IN  the  laft  chapter  we  have  been  running  through  a chain  of  con- 
fequences  relative  to  the  increafe  of  public  debts,  which  appear 
as  extravagant  to  us  at  prefent,  as  it  would  have  appeared  to  Dave- 
nant  to  have  fuppofed  the  debts  of  this  nation  to  grow  up  to  their 
prefent  height,  without  the  rilk  of  involving  the  nation  in  a general 

bankruptcy. 

But  thofe  confequences  are  only  contingent.  The  prefent  debts 
may  either  be  paid  off,  or  the  nation  may  be  involved  in  a general 
bankruptcy.  In  either  cafe,  the  vaft  property  in  the  funds,  this 
great  article  of  permanent  income,  belonging  to  natives  and  to  fo- 
reigners, muft  wither  and  decay,  and  at  laft  difappear  altogether^ 
We  may  therefore  decide,  that  one  of  three  events  muft  happen, 
viz.  either,  i.  Debts  will  fwell  to  fiich  a pitcn  as  at  laft  to  pay 
themfelves : or,  2.  The  nation  will  be  involved  in  a bankruptcy : 
or,  3.  They  will  be  fairly  paid  off. 

The  firft  fuppolition  we  have  examined ; the  fecond  we  are  now 
toconfider;  the  laft  will  be  the  fubjecl  of  the  following  cnapter, 


with  which  I fhall  conclude  this  book. 

I fliall  advance  no  argument  to  prove  that  the  fclieme  of  a public 
bankruprcy  is  either  lawful,  honourable,  or  expedient,  if  volunta- 
rily gone  into  by  a ftate  ; bccaufc  I think  it  is  diametrically  o.ppoftte 
to  every  principle  of  good  government.  It  is  a maxim  uncontro- 
verted, that  a contract  is  binding  between  the  parties  contracting, 
and  that  it  ought  to  be  fulfilled  in  every  article.  If  the  public  good 
be  alleged  as  an  overruling  principle,  to  which  every  other  muft 
give  way,  I readily  admit  the  exception.  There  is  another  of  equal 
force,  the  impoflibility  of  performance.  AYlicn  fuch  arguments 
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are  ufed  to  engage  a nation  to  commit  a deliberate  ad  of  bank- 
ruptcy, two  things  muft  be  examined : the  fird,  is  the  interefl  which 
the  public  has  in  adopting  the  fcheme : the  fecond,  the  confe- 
quences  or  it.  What  reafons  a date  may  have,  I fliali  confider  after- 
wards ; at  prefent,  I Ihall  enquire  what  might  be  the  confequences 
of  a general  and  total  bankruptcy  in  England  j from  which  we  may 
gather  w^hat  difference  it  would  make,  were  it  only  partial;  and 
by  fuch  an  inquiry,  we  may  be  led  to  difcover  the  proper  method 
of  breaking  faith,  in  cafe  it  lliould  become  unavoidable.  This  is 
what  in  another  place  I called  bringing  credit  decently  to  her  grave  j 
when  after  being  overftretched,  it  cannot  longer  be  fupported. 

A bankruptcy  may  take  place  in  tv/o  ways : either  as  a confe- 
quence  of  circumltances  which  cannot  be  prevented ; or  by  a deli- 
berate ad  of  government. 

Wkre  the  trade  and  induftry  of  England  to  decay,  the  amount  of 
taxes  might  fo  tar  dimimfh,  as  to  prove  infufiicient  to  pay  the  In- 
tel eft  of  the  national  debt,  and  defray  the  expence  of  government. 
W ere  the  people  to  be  blown  up  into  a fpirit  of  revolt  againft;  taxes, 
the  fame  event  would  probably  happen.  In  either  cafe,  the  natural 
and  immediate  confequences  of  the  bankruptcy  would  probably 
follow  one  another  in  this  manner : 

^ imo.  Every  creditor  of  the  fcate  would  become  poorer  in  propor- 
tion to  the  diminution  of  his  income. 

ido^  Confumption  and  the  demand  for  wmrk  would  diminith.  in 
proportion  to  the  part  of  that  income  withheld,  which  the  creditor 
annually  expend  for  thefe  purpofes. 

Ztio,  Trade  would  direaiy  fuffer,  in  proportion  to  that  part  of  the 
faid  revenue  yearly  thrown  into  it  by  the  public  creditors  at  pre- 
fent ; and  it  vcould  confequently  fuffer,  in  proportion  to  the  hurt  re- 
fuiting  to  private  credit,  from  the  confequences  of  the  bankruptcy. 

The  creditors  then  would  lofe  all,  the  trade  of  England  would  be 
undone,  and  the  multitudes  who  live  in  confequence  of  the  demand 
for  their  induftry  from  the  one  and  the  other,  would  be  reduced  to 
mifery.  Tnefe  immediate  effeds  would  firft  manifeft  tliemfelves  in 
II-  N n n the 
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the  capital  The  confequences  would  foon  be  felt  all  over  Eng- 
land: a diminution  upon  the  confumption  of  the  fruits  of  the 
earth ; a ftagnation  of  that  commerce  which  is  carried  on  between 
London  and  the  country  (which  we  have  feen  to  be  equal  to  the 
amount  of  all  the  taxes  and  land-rents  fpent  in  London)  would  foon 
throw  every  thing  into  confufion.  But  taxes  would  be  abolifhed ; of 
that  there  is  no  doubt.  Let  a deliberate  bankruptcy  take  place  with- 
out any  abolition  of  them  by  law,  they  would  foon  fink  to  nothing, 
from  the  utter  impoliibility  there  would  be  found  to  pay  them; 

A total  bankruptcy,  therefore,  coming  upon  England,  either 
from  a decay  of  her  tra,de,  or  a difiurbance  in  collecting  the  public 
revenue,  would  have  the  effect  of  plunging  the  nation  into  utter 
ruin  at  home:  what  might  be  the  confequences  from  abroad,  I 
leave  to  the  reader’s  fagacity  to  determine.  , 

Let  me  now  fuppofe  a bankruptcy  to  take  place  from  a deliberate 
act  of  power,  with  a view  of  expediency. 

The  difference  berween  the  two  confifis  only  m this  ; that  in- the 
firft,  all  the  confequences  we  have  mentioned  would  follow  one 
upon  another,  without  a pofiibility  of  preventing  them in  the' 
other,  a plan  to  prevent  them  might  be  concerted. 

Let  me  then  fuppofe,  that  government  fhali  find  it  expedient,  at 
any  time,  to  ufe  a fpunge  for  the  public  debts  ; that  they  fhali  fear 
no  external  bad  confequences,  either  from  the  refentment  of  thofe 
ftates  who  may  be  hurt  by  it,  or  from  the  ambition  of  others  who 
may  profit  by  it ; that  they  fhali  cooly  refolve  to  facrifice  the  inte- 
reft  of  all  the  creditors  in  favour  of  the  whole  body  j and  that  they 
fiiall  deliberate  upon  the  plan  to  be  followed,  in  order  to  bring 
about  fo  great  a revolution,  without  effentially  hurting  any  intereft 
in  the  fiate,  that  of  the  creditors  alone  excepted. 

In  that  cafe,  I imagine,  they  would  begin  by  ordering  the  amount 
of  all  that  is  paid  to  the  creditors,  to  be  fet  apart  as  a fund  for  the 
execution  of  the  plan. 

They  would  purchafe  all  over  England,  every  article  of  produce 
and  manufacture  which  might  remain  upon  hand  for  want  of  a 
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market : they  would  feed  all  thofe  who  would  be  forced  to  be  idle 
for  want  of  employment:  they  would,  inftantly  put  proper  em- 
ployments into  their  hands  ; one  week’s  delay  in  the  execution  of 
this  part  of  the  plan  would  throw  the  manufafluring  interefl  into 
fuch  confufion,  as  to  be  paft  all  remedy : they  would  furnifh  cre- 
dit to  all  the  merchants  fublilling,  in  proportion  to  what  they  had 
loft  by  the  extindlion  of  the  funds : they  wmuld  eftablifli  offices 
every  where,  to  fupply  the  wants  of  thofe  who  would  be  totally 
ruined,  until  by  degrees  they  could  re-eftablifii  confidence,  the 
parent  of  trade,  the  mother  of  induftry.  By  fuch  precautions,  pro- 
perly taken,  and  properly  executed,  none  would  fuffer  but  the  un- 
happy creditors  and  their  families,  who,  from  great  opulence, 
would  be  reduced  to  poverty. 

As  far  as  human  prudence  is  infufficient  for  going  through  fo 
great  a detail  all  at  once  ; fo  far  wmuld  the  effefls  of  a general  bank- 
ruptcy add  hurtful  confequences  to  thofe  which  in  every  cafe  are 
unavoidable. 

Were  a ftatefman  endowed  with  the  fupematural  gift  of  turning 
the  minds  of  a nation  at  his  will,  and  of  forefeeing  every  confe- 
quence  before  it  happened,  fuch  a plan  might  be  executed.  An- 
other who,  vdth  the  greateft  capacity  ever  man  was  endowed  with, 
would,  for  expediency,  not  for  neceffity,  deliberately  undertake  a 
general  bankruptcy,  I fhould  confider  as  a madman. 

I fliouid  rather  prefer  to  fubmit  to  the  natural  confequences 
which  might  refult  from  an  accidental  bankruptcy,  than  endeavour 
to  avoid  them  by  a plan  too  complicated  for  human  wifdom  to 
execute. 

Let  us  next  fuppofe  the  fcheme  to  be  fairly  executed  from  a view 
of  expediency,  no  matter  how,  and  all  inconveniences  prevented 
during  the  execution,  what  would  be  gained  by  it  ? 

If  by  the  fuppofition  all  taxes  be  kept  alive,  for  at  leaft  a certain 
time,  ill  order  to  prevent  a total  confufion,  certainly  no  body  could 
gain  during  that  period ; even  the  ftate  itfelf  would  lofe,  becaufe 
every  branch  of  confumption  would  infallibly  diminiili.  But  that 
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time  elapfed,  and  taxes  reduced  to  the  lowed,  who  would  be  the 
gainers  ? We  fliall  fee  when  we  come  to  the  doclrine  of  taxation, 
that  a hidden  abolition  of  them,  in  confequence  of  a bankruptcy, 
would  be  advantageous  to  no  body,  but  to  creditors  upon  mortgage, 
and  to  the  idle : not  to  landlords  j.  becaufe  their  incomes  would 
climinifli  more  than  in  the  proportion  of  the  prefent  land-tax,  at 
lead  their  improvements  would  be  interrupted,  and  their  rents  ill 
paid : not  to  slie  manufacturing  claffes  ; becaufe  at  prefent  they  pay 
no  taxes-,  but  in  proportion  to  their  idleneis  or  extravagance,  as  ihall 
be  pitived:  the  monied  intereft,  not  fecured  on  land,  would  I fup-- 
pofe  be  extinguifhed  ; trade  and  credit  at  an  end.  The  gains  then 
would  be  confined  to  thofe  w^ho  have  money  fecured  upon  land. 


where  the  capital  is  demandabie.  In.  fuch  a fituation,  intereft 
would  rife  beyond  all  bounds  ; and  a debt  which  might  have  been 
confidered  as  a trifle  before,  might  then  carry  off  an  eftate.  The 
idle  alfo  who  live  peaceably  upou  a very  moderate  income,  would 
find  a great  advantage  from  the  fall  of  prices  for  want  of  cou- 
fumotion,  and  from  the  diftrefs  of  the  induftrious ; but  the  indi- 
gent  poor,  who  are  fupported  from  charity,,  would  fuffer : all  the 
great  eflablifliments  for  labour  and  induftry,  would  fail  to  the 
ground : the  numbers  of  poor  who  are  there  maintained,  w'ould 
come  upon  a fociety,  w^'hich  is  beginning  to  lofe  thofe  tender  feel- 
ings of  compaflion,  which  are  more  common  in  countries  of  idle- 
neis,  in  proportion  as  mifery  is  more  familiarly  before  them. 

To  fay  all  in  one  word,  a total  bankruptcy,  and  abolition  of  taxes, 
would  bring  this  nation  back  to  thg  ntuation  it  was  in  before  taxes 


and  debts  were  known. 

Does  any  body  imagine  that  our  prefent  fituation  is  not  analogous 
to  our  prefent  policy,  and  that  it  is  pofllble  that  independently  of 
the  fame  circumftances  we  fiiould  long  continue  to  enjoy  the  ad- 
vantages we  feel?  No:  were  we  in  the  fame  fituation  as  formerly, 
we  fliould  feel  as  our  fathers  felt.  They  had  as  good  underftand- 
ings  to  improve  their  circumftances  as  we  have  ; but  they  had  to 
do  with  an  idle,  we  with  an  induftrious  common  people.  Trade 
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and  credit  have  been  long  at  work  to  perform  this  great  revolu- 
tion : the  operation  is  not  as  yet  compleatedy  and  a total  bankruptcy 
now  would  deilroy  every  good  effect  for  a long  time. 

Were  taxes  made  to  ceafe,  the  large  fums  which  proceed  from 
them  v/ould  difappear  entirely.  Money  would  not,  as  fome  imagine, 
be  equally  diftributed  among  thofe  who  now  pay  the  taxes,  and  fo 
proportionally  increafe  every  man’s  income.  The  reafon'  is  plain  : 
the  money  paid  for  taxes,  circulates  ; becaule  it  is  demanded. 
Were  taxes  fuppreffed,  people  having  lefs  occaflon  for  money  than 
formerly,  wmuld  circulateTefs  in  proportion.  It  is  the  neceffity  of- 
paying  taxes,  which  creates  this  money  for  the  payment  of  them-; 
and  when  this  method  of  creating  is  not  contrived,  the  taxes  cannot 
be  paid,  as  has  been  often  faid.  Now  it  is  this  great  flux  of  money 
from  taxes  which  animates  the  trade  of  England:  take  them  out 
of  the  circle,  what  becomes  of  the  whole  ? 

To  fuppofe,  therefore,  lo  great  a revolution  in  the  circulation  of 
a country,  as  that  produced  by  the  ceflation  of  taxes  ; and  to  fup- 
pofe no  interraption  from  it  upon  the  flare  of  induflry,  and  tlie 
employment  of  the  people  of  this  nation,  is  a.  propofition  I miifl 
rejeh,  as  being  contrary  to  all  principles  ; and  to  this  among  the  reft, 
that  It  wmuld  be  a moft  hidden,  and  a.  moft-  violent  revolution ; 
which  throughout  the  whole  courfe  of  this  inquiry, . we  have  found 
to  involve  inconveniencies  beyond  the  pov/er  of  any  theory  to  ex- 
tricate. 

Upon  the  whole  v/e  may  determine,  that  the  fatal'  confequences 
of  a bankruptcy  would  be  many  ; and  that  the  good  refulting  from 
a' total  abolition  of  taxes,  would  be  confined  to  twm  objects,  r.  A 
relief  to  thofe  who  pay  them  upon  their  pofleiiions,  or  perfons.  2. 
diminution  of  prices  in  favour  of  the  idle  at  home,  and  of  trade 
abroad:  great  objedls,.  no  doubt,  could  they  be  obtained  at  lefs 
expence  than  the  confequences  of  a total  failure  of  public  credit  and 
domeftic  induflry.  Perhaps  when  we  come  to  examine  the  prin- 
ciples of  taxation,  we  fliall  find  that  taxes  do  not  raife  prices  fa 
much  as  is  generally  believed  ; and  thofe  which  influence  the 

application 
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application  of  public  money,  will  point  out  better  expedients  than 
a bankruptcy  for  compaffing  thofe  great  national  purpofes. 

But  let  us  fuppofe  a cafe,  which  may  pollibly  happen,  as  mat- 
ters feem  to  go  on.  Suppofe,  I fay,  tnat  by  continuing  to  carry  on 
long  and  expenfive  wars,  tne  fum  of  intereft  paid  to  Rrangers 
fliould  exceed  all  that  the  nation  can  gain  by  her  trade.  In  this  cafe, 
there  mult  be  a general  balance  of  payments  againfl;  her  every 
year,  which  very  foon  would  manifeft  itfelf  by  the  moll:  fatal  con- 
fequences. 

The  bank  of  England  would  be  the  firft  to  feel  them,  by  the  de- 
parture of  all  the  coin  and  precious  metals.  Trade  would  feel  them 
ne  xt,  and  then  indeed  they  would  become  univerfal. 

In  fuch  a fituation,  I fairly  acknowlege,  that  I cannot  difcover 
any  expedient  to  avoid  a bankruptcy.  -Engaging  the  foreign  cre- 
ditors to  become  citizens,  by  the  allurements  of  the  greateft  pri- 
vileges, and  bills  of  naturalization,  are  vain  fpeculations.  Unlefs 
fome  refource,  hidden  from  me,  Ihould,  upon  fuch  an  occalion, 
open  itfelf,  in  the  deep  recelTes  of  future  events,  I believe  the  na- 
tion would  foon  be  driven  upon  the  fatal  rock  of  bankruptcy.  The 
idea  of  a nation’s  becoming  bankrupt  to  itfelf,  I have  always 
looked  upon  as  a contradiction  ; but  that  it  may  become  bank- 
rupt to  the  reft  of  the  world,  is  quite  ccnfiftent  with  reafon  and 
common  fenfe. 

I fhall  not  take  upon  me  to  fiiggeft  what  mode  of  bankruptcy 
would  in  fuch  a cafe  be  the  beft  ; a total,  or  a partial  one.  The 
partial,  I am  afraid,  would,  in  England,  work  effects  almoft  as 
hurtful  as  the  other.  But  if  ever  the  cafe  fhould  happen,  the 
only  way  will  be,  to  watch  over  every  lymptom  of  the  approach- 
ing cataftropne,  and  to  improve  circumftances  to  the  beft  ad- 
vantage. 

Of  what  infinite  confequence  is  it  then  for  a Britifh  ftatefman  to 
inquire  into  the  amount  of  debts  owing  to  'ftrangers,  and  into  the 
ftate  of  the  balance  of  trade  ? In  fpeaking  of  exchange,  I threw 
out  many  things  concerning  the  idea  of  putting  that  branch  of  bu- 
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iinefs  into  the  hands  of  the  bank,  in  conjunction  with  the  exche- 
quer. Were  the  flate  brought  into  the  dilemma  of  either  fubmit- 
ting  to  this  gradual  decline  of  trade,  from  a caufe  which  could 
not  be  removed  ; or  of  being  puihed  to  the  neceffity  of  leaping 
into  the  terrible  gulph  of  a deliberate  bankruptcy  ; in  fuch  a di- 
lemma, I fay,  what  infinite  advantages  might  not  be  drawn  from 
the  management  of  exchange? 

I have  heard  it  faid,  that  the  debt  owing  to  flrangers  was  a great 
advantage  to  England ; becaufe  it  drew  people  to  that  market 
where  their  funds  are  fettled.  I allow  all  the  force  any  one  can 
give  to  this  propofition  : But  alas  ! what  would  it  avail,  whenever 
England  becomes  incapable  to  furnifh  goods  equivalent  to  all  her 
imports  from  abroad,  added  to  all  £he  ov/es  to  her  foreign  cre- 
ditors ? 

I am  very  far  from  fuppofiiig  the  prefent  fituation  of  England  to 
forebode  the  approach  of  any  fuch  difailer ; but  it  is  good  to  re- 
prefent  to  one’s  felf  feme  determinate  objedt,  by  which  we  may 
judge  of  our  fituation  in  times  to  come. 

Debts  have  increafed  far  beyond  the  imagination  of  every  mor- 
tal. Great  men  have  uttered  prophecies,  which  have  proved  falfe, 
concerning  the  confequences  of  a debt  of  one  hundred  mil- 
lions. From  this  molt  people  conclude,  that  they  will  go  on  until 
fome  unforefeen  accident  fiiall  dafii  the  fabric  to  pieces.  I have 
been  pretending  to  £hew  how  they  may  go  on  in  a perpetual  chain. 
But  alas  ! one  fatal  combination  was  there  omitted;  and  now 
that  it  has  been  taken  in,  I think  it  ferves  as  a datum,  to  refolve 
the  moft  important  problem  of  this  fcience,  viz.  How  to  deter- 
mine the  exaefi  extent  of  public  credit.  The  folution  of  which  is. 
That  it  is  not  neceifary  that  public  credk  fhould  ev.er  fail,  from- 
any  augmentation  of  debts  whatever,  due  to  natives  ; and  that  it 
muft  fail,  fo  foon  as  the  nation  becomes  totally  unable  either  to 
export  commodities  equal  to  all  their  imports  and  foreign  debts,, 
or  to  pay  off  a proportional  parr  of  their  capital,  fufficient  to  turn-, 
the  balance  to  the  right  fide. 
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Troni  this  propofition  two  corollaries  may  be  drawn. 

177^0,  That  the  moll  important  objecft  in  paying  off  debts,  is  to 
get  quit  of  thofe  due  to  flrangers. 

2^0,  That  whatever  circumftance  has  a tendency  towards  dimi- 
nifliing  the  burden  of  foreign  debts,  fliould  be  encouraged. 

If  it  be  faid,  that  whenever  our  foreign  debts  exceed  the  balance 


of  our  trade,  the  belt  way  would  be  to  break  faith  with  Rrangers^ 
and  keep  it  wdth  the  fubjecTs  of  the  Rate  : I anfwer,  that  were  the 
thing  poffible,  wliich  1 apprehend  it  is  not,  the  confequence  might 
prove  equally  hurtfuL 

The  greateft  of  all  the  inconveniencies  proceeding  from  a bank- 
ruptcy, is  the  ruin  of  induftry,  and  the  flop  put  to  circulation.  Can 
it  .then  be  fuppofed,  that  a country  might  execute  fo  glaring  a 
ichemc  of  treachery  to  all  her  neighbours,  and  Rill  continue  her 
correfpondence  with  them  in  the  open  way  of  trade  i Certainly 
not.  \Yere  all  foreign  trade  to  be  Ropt  at  once,  what  a revolution 
would  it  occafion  ! The  circulation  of  foreign  trade,  in  the  city  of 
London  only,  exceeds  perhaps  the  amount  of  all  the  taxes.  A Rop 
put  to  that  would  occaRon  fuch  a Ragnation,  as  would  ruin  the 
nation  as  much  as  if  the  bankruptcy  were  to  become  univerfal. 
I do  not  here  pretend  minutely  to  trace  confequences,  which  are 
infinite  : all  that  can  be  done,  is  to  fuggeR  hints,  which  every  one 
may  purfue,  in  proportion  to  the  extent  of  his  combinations. 

The  intention  of  touching  upon  this  fubject  at  all,  is  to  fhew, 
that  the  expedient  of  a fpunge,  which  is  frequently  talked  of  as  a 
remedy  againR  the  confequence  of  debts,  is,  perhaps,  more  dan- 
geious  tnan  any  thing  that  can  be  feared  from  them.  The  reafon 
iS,  that  the  fpunge  implies  a more  fudden  bankruptcy  than  any 
one  bi ought  on  in  a gradual  way,  by  natural  caufes. 


\v  uie^  natural  and  irreilRible  cauies  to  operate  a total  failure  of 
aj  piOii.^  upon  the  trade  of  Britain,  one  cannot  fay  how  far  the 
otner  nations  of  Europe  might  not  fmdTt  their  intereR  to  alRR  i/s, 
pr^^tiding  we  dul  our  utmoR  .to  preferve  our  good  faith  to 
And  as  I thhiiv  I have  made  it  fufficiently  evident  tliat  nothing 
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can  be  gained  by  openly  violating  fuch  engagements,  the  beft  re 
folution  a nation  can  take,  is  to  adhere  to  them  to  the  laft  extre 

micy,  and  to  banifli  from  their  thoughts  every  idea  which  may  be 
repugnant  to  them. 


CHAP.  X. 

Methods  of  contraSiing  and  paying  off  Public  Debts, 


^ J E are  now  to  colledl  together,  in  one  view,  the  feveral  me- 
^ thods  of  contrading  and  paying  off  the  debts  of  a nation. 
Such  methods  may  be  deduced,  either  from  principles,  or  from 
what  practice  has  pointed  out. 

The  foundation  upon  which  public  credit  is  built,  is  the  exift- 
once  of  a fure  and  luiiicient  fund  for  performing  the  engagements 
contracted. 


When,  in  the  early  times  of  public  credit,  the  repayment  of  the 
capital  was  the  chief  objed  of  the  lender,  a much  more  exteniive 
fund  was  necellary  than  at  prefent,  when  no  more  is  recjuired 
than  the  payment  of  the  intereft.  As  luch  funds  never  can  be 
foimed  but  j.rom  taxes,  Oj.  general  contributions  from  the  people 
the  greater  they  are,  the  larger  mull;  the  contribution  he.  When- 
ever therefore  there  is  occafion  to  contrad  debt,  the  chief  objed  of 
a ftatefman’s  care  fliould  be,  to  model  the  fpirit  of  Iiis  people  fo  as 
to  difpofe  them  to  concur  in  the  proper  refolutions  to  render  the 
plan  propofed  as  eafy  as  poffible  in  the  execution. 

In  the  firfl;  place,  the  body  of  the  people  muft  be  made  fenfible 
that  the  coniecjiience  of  coiitrading  debts  muft  imply  a diniinu*- 
•tion  upon  the  income  of  fome  individuals  ; but  that  the  fewer  the 


obftacles  thrown  in  the  way  of  the  loan  are,  the  lefs  will  that  di- 
minution be. 
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In  the  fecond  place,  he  mull  gain  the  confidence  of  his  people, 
fo  far  as  to  imprefs  them  Tvith  a firm  belief  that  he  will  coniult 
their  good,  and  nothing  elfe,  in  what  he  undertakes. 

And  in  the  laft  place,  he  mnft  gain  the  confidence  of  thofe  from 
whom  he  is  to  borrow  ; and  convince  them  that  all  covenants  be- 
tween the  public  and  them  will  be  religioufly  performed. 

In  a limited  and  free  government,  thefe  three  fequifites  are 
eflential  to  the  firm  eftablifhment  of  public  credit. 

Where  die  power  of  the  ftatefman  is  unlimited,  he  may  fubfli- 
tute  his  authority  over  the  people,  in  the  place  of  confidence ; but 
with  refpecT  to  thofe  who  are  to  lend,  he  will  find  no  room  for  any 
fuch  fubilitution  : confidence  here  is  the  only  expedient. 

All  therefore  that  is  required  as  to  the  people,  is  to  enable  them 
to  do  what  he  requires  of  them. 

For  that  purpofe  he  muft  eftablifii  credit  with  them,  for  finding 
the  contributions  he  is  to  exadt  of  them ; becaufe  they  will  have 
as  much  occafion  for  it,  in  paying  what  is  demanded  of  them  by 
authority,  as  he  himfelf  has  in  paying  what  he  is  obliged  to  in 
confequence  of  his  engagements. 

If  this  general  plan  be  not  followed,  the  confequence  will 
be,  that  taxes  will  fail  on  one  hand,  and  public  credit  on  the 
other. 

If  all  this  operation  cannot  be  previoufly  concerted,  the  plan  o£ 
borrowing  muft  be  circuinfcribed  to  funds  previoufly  eftablifhed. 

When  money  is  borrowed  before  the  fund  is  prepared,  every 
obftacle  which  occurs  in  eftablifliing  it  is  a drawback  upon  the 
confidence  of  thofe  who  lend,  and  renders  the  conditions  lefs  fa- 
vourable to  the  ftate  which  borrows. 

In  the  contrad  of  loan,  die  firft  article  to  be  agreed  upon  is  the 
rate  of  intereft.  We  have,  in  the  beginning  of  this  book,  exa- 
mined the  caufes  of  its  rife  and  fall ; and  have  in  general  deter- 
mined, that  when  the  demand  is  for  borrowing,  intereft  rifes  ; 
when  for  lending,  intereft  falls. 


As 
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As.  the  objedt  of  the  borrower  is  to  have  intereft  low,  the  ftatef- 
man  who  intends  to  borrow,  miifl;  ufe  all  poffible  means  to  increafe. 
the  quantity  of  money  in  circulation. 

But  if  coin  alone  be  ufed  as  money,  and  if  this  coin  be  fent  out 
of  the  country,  when  borrowed,  and  if  what  is  fent  away  cannot 
be  replaced  at  will,  the  fcheme  of  augmenting  money  becomes 
impracilicabre  : it  will  daily  become  more  fcarce,  more  difficult  to 
procure,  and  intereft  muft  rife  higher  every  day.  Symbolical  or 
paper  money,  that  is  credit,  muft  then  be  eftablifhed  at  home, 
upon  the  firmeft  bafts  : this  will  enable  every  one  to  pay  what  he 
owes ; confequently,  the  taxes  will  be  paid,  the  creditors  will  re- 
ceive what  is  due  to  them  regularly,  money  will  every  year  aug- 
ment in  proportion  as  debts  are  contra(51;ed  ; and  if  borrowing  do 
not  augment  beyond  that  proportion,  intereft  will  not  rife  ; and  if 
borrowing  fhould  fall  below  that  proportion,  intereft  will  ftnk. 

Is- not  this  whole  doclirine  verified  in  the  ftrongeft  manner  by  the 
operation  of  the  Miffiftppi  ■ At  the  death  of  the  late  King  of 
France,  money  had  difappeared.  Some  years  before,  he  had,  for 
feven  millions  in  coin,  engaged  his  kingdom  for  thirty-two  mil- 
lions ; upon  a diftant  fund  indeed,  but  ftill  it  became  a debt  to  be 
paid.  Paper  money  had  not  been  innoduced  three  years,  when 
intereft  fell  to  2 per  cent.  The  paper  indeed  was  a bubble  in  faEl ; 
but  we  have  fliewn  that  it  became  fo  from  bad  management  only. 

By  the  augmentation  of  money,  capitals  ceafe  to  be  10  valuable. 
By  the  melting  down  of  property,  the  very  capital,  though  in  the 
hands  of  the  ft  ate,  may  be  turned  into  money  by  the  creditor, 
whenever  he  has  occafion  for  it ; in  the  fame  w^ay  as  the  coin 
which  is  buried  in  tlie  vaults  of  the  towii-houfe  of  Amfterdara,  is 
conftantly  performing  all  the  ufes  of  circulation. 

The  method,  therefore,  of  borrowing  money  to  the  beft  advan- 
tage, is  previoUily  to  eftabliffi  a fund  of  crcait,  .ariftn^  from 
-annual  taxes  j to  provide-the  people  who  are  to  pay  taein  vvitii 
money  in  proportion  to  their  property  or  induftry  ; and  to  prevent 
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pj-oin  ever  failing  for  wiint  of  tlie  medium,  money,  for 
carrying  it  on. 

So  long  as  interell  ftands  liigli,  relatively  to  other  Hates  with 
which  you  are  at  war,  throw  as  much  money  as  poffible  into  the 
hands  of  }^ur  creditors,  in  payment  of  the  debts  already  con- 
tradued ; becaufe  the  more  you  throw  in  there,  the  more  you  wilt 
draw  out,  if  you  have  occafion  to  borrow  more ; and  if  you  have 
no  occafion  to  borrow  more,  the  lower  you  will  reduce  the  intereft, 
by  augmenting  the  fund  of  money  ta  be  lent. 

From  thefe  principles  I conclude,  that  every  nation  which  fets 
out  by  contradting  debts  with  its  own  citizens,  muH  begin  by  bor- 
rowing upon  condition  of  repaying  the  capital  in  a fliort  term  of 
years.  This  is  alfo  the  beft  method  to  engage  fhe  people  to  con- 
tribute largely  without  murmuring.  The  reafon  is,  that  when 
taxes  begin  to  be  impofed,  the  mafs  of  circulation  becomes  pro- 
portionally augmented ; and  the  paying  back  confiderable  fums  to 
the  creditors,  prevents,  on  the  one  hand,  the  debts  from-  in- 
creafing  fo  faft,  and  fupplies  circulation,  and  facilitates  new  bor- 
rowings on  the  other.  While  this  plan  of  augmenting  circulation 
is  carrying  on,  the  ftatefman  muH  prevent  his  expence  abroad 
from  diminifliing  it  proportionally  at  home.  This  is  to  be  accom- 
plilhed  by  opening  loans  for  foreign  expence  in  foreign  countries, 
and  by  paying  the  inter ejl  only  of  fuch  loans,  with  the  greateil  punc- 
tuality. 

The  difficulty  of  performing  this,  is  no  argument  againlt  it.  It 
niuH  either  be  done,  or  credit  will  be  hurt;  becaufe  without  obtain- 
ing credit  abroad,  it  is  impoffible  to  defray  any  expence  incurred 
abroad,  beyond  what  the  metals  of  your  country  and  the  exports 
from  it  can  pay  r that  is,  in  other  words,  beyond  the  quantity  of 
metals  exported,  and  general  balance  in  your  favour  upon  all  reci- 
procal payments  with  the  world. 

If  it  be  faid,  that  nations  never  pay  the  intereft  of  their  debts  any 
where  but  at  home,  I anfwer,  that  it  is  fo  much  the  worfe  for  thera^;^ 
becaufe  wherever  the  debts  or  intereft  is  to  be  paid,  the  lender 
^ always 
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always  Hates  his  account  as  if  the  payment  were  made  in  his  own 
houfe.  All  the  expence  to  him  of  fending  his  money  to  the  place 
of  fnbfcription,  and  of  drawing  back  his  returns,  are  compared 
with  the  intereft  offered  by  the  borrower;  and  if  upon  the  whole 
he  lender  finds  his  account  in  the  bargain,  he  fubfcribes  ; other- 
wife  not.  Since  therefore  the  money  borrowed  mull  in  this  cafe  be 
fent  abroad,  it  is  an,  advantage  for  the  borrower  to  be  under  an  obli- 
gation to  provide  a method  of  fending  it ; and  by  that  means  he 
will  borrow  cheaper  than  he  can  do,  when  he  refunds  to  every 
lender  all  his  expence  and  trouble  in  getting  his  intereft  remitted 
to  him. 

I am  now  deducing  principles,  and:  therefore  fhall  not  enter  into 
a difcuffion  of  the  many  objeilions  which  occur  againft  this  plap^ 
from  foreign  confiderations  ; fuch  as  the  facility  it  might  procure 
to  a ftatefman  of  defrauding  his  foreign  creditors,  and.  feveral  others, 
which  might  be  formed : all  I fay  is,  that  this  is  a cheaper,  and  more 
fyftematical  way  of  borrowing,  and  it  has  this  good  eifecd,  that, 
it  conftantly  points  out  the  ftate  of  the  external  debt,  from,  which 
alone  a bankruptcy  is  to  be  feared.. 

Were  a favourable  balance  to  return  after  an  expenfive  war,  the 
payment  of  this  foreign  debt  would  be  the  confequence,  as  much 
as  now  when  the  payment  is  made  at  home,  and  rather  more  fo  ; 
becaufe  who  ever  owed  a balance  (to  England,  I fuppofe)  would 
then  pay  his  debts  at  London,  with  money  due  by  England,  pay^ 
able  at  Antwerp,  for  example  ; confequently,  he  vjoiild  transfer  at 
difcount ; and  when  he  transferred  in  favour  of  an  Engliftiman, 
the  debts  may  be  confidered  as  difcharged  upon  the  foreign  fund,, 
and  ftated  a-new  upon  the  funds  payable  in  London.  Could  the 
payment  of  the  intereft  of  the  public  debts  be  rendred  fufceptible’ 
of  fuch  transfers  upon  all  oecafion_s,  it  would,  I imagine,,  have 
remarkable  effedl  in  favour  of  public  credit.. 

This  thought  fuggefted  itfelf,  while  I was  eonfidering  the  fim- 
ation  of  a country  where  borrowing  is  in  its  infancy ; and  ife 
occurred  as  an  expedient  for  preventing  foreign  expence  from  draining - 
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the  country  of  the  money  neceffary  for  circulatim  at  home.  This,  in  every 
combination  of  circumftances,  is  the  moR  important  objed  of  a 
Ratefman’s  care,  while  he  is  engaged  in  wars  abroad. 

Now  whether  the  money  of  a country  be  paper  or  coin,  it  is 
equally  taken  out  of  circulation,  by  every  foreign  payment.  When 
it  is  coin^  it  goes  out  of  the  country,  as  well  as  out  of  circulation: 
when  it  is  paper,  it  does  not  go  out  of  the  country,  certainly,  but 
by  coming  upon  the  debtor  in  it  for  payment,  it  is  equally  taken 
out  of  circulation ; and  what  the  debtor  gives  for  it  (viz.  a bill  of 
exchange  upon  another  country)  goes  out  of  the  country.  And 
unlefs  that  bill  of  exchange  can  be  paid  with  value  exported  in 
merchandize,  it  will  remain  a debt  upon  the  country,  contraded 
in  favour  of  fome  other  nation. 

This  I hope  will  be  fufficient  to  recall  to  mind  what  has  heen  fo 
fully  explained  in  the  1 3th  chapter  upon  banks  ; v^here  the  fame 
queflion  was  Rated  with  regard  to  the  payments  Scotland  was 
obliged  to  make  to  England,  towards  the  end  of  laft  war.  The  fame 
principles  operate  in  the  cafe  before  us,  and  may  be  applied  to 
every  circumftance  of  it  j with  this  difference  only,  that  here  the 
flatefmaii  s intereft  is  more  clofely  conneefed  with  that  of  his  banks 
than  was  the  cafe  during  the  diftrefs  in  Scotland ; becaufe  if  he 
does  no:  fupport  them  by  a fyftematical  chain  of  conducf,  he  will 
drain  the  fund  of  circulation  by  his  remittances ; his  credit  will 
fail ; his  taxes  will  not  be  paid  ; and  his  people  will  be  oppreffed. 
But  if  he  purfues  his  plan  fyftematically,  circulation  will  be  kept 
full ; his  credit  Vydll  be  fupported ; his  taxes  will  be  paid ; his 
people  will  be  eafy : becaufe  no  check  will  be  put  either  to  induflry 
or  to  confumption  for  want  of  money  ; a great  part  of  the  former 
folid  property  will  be  melted  down  into  money  ; whatever  part  of 
that  money  is  lent  to  the  Rate  will  be,  by  that  operation,  confoli-' 
dated  ftito  a new  fpecies  of  property,  the  public  funds  ; and  if  after 
tne  borrowing  feheme  is  over  (that  is,  when  peace  is  reRored) 
circulation  iliould  be  contracted,  a part  of  the  money  will  Ragnatc 
in  the  hands  of  i-ndividuais,  and  will,  in  their  favour,  be  pealiz-ed 
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in  that  part  of  the  lolid  property  which  was  melted  down  in  order 
to  produce  it.  That  is,  lands  will  be  fold  by  the  former  pro- 
prietors, and  will  be  acquired  by  thofe  who  have  money  not  real- 
ized in  dock ; and  for  which  circulation  has  no  farther  demand. 
This  is  the  reafon  why,  at  the  end  of  every  war  which  has  run  the 
nation  in  debt,  lands  have  conilantly  rifen  in  their  value,  even 
when  confiderable  quantities  of  them  have  been  offered  to  fale. 

If  it  be  faid  that  the  ftock-holders  are  thofe  whom  we  commonly 
fee  buying  the  lands,  and  not  thofe  who  have  fums  not  realized : 

I fhall,  in  anfwer,  obferve,  that  the  ftock-holders  can  only  buy 
lands  by  felling  their  ftock,  to  thofe  who  have  money  not  realized  ; 
fo  it  is  ftill  the  money  not  realized  which  is  employed  in  buying 
every  article  of  folid  property : and  even  after  that  operation,  the 
money  ftill  remains  in  circulation  ; becaufe  it  ispmpofiible  to  real- 
ize even  paper  money  itfelf,  except  when  the  creditor  in  it  becomes 
proprietor  of  the  property  upon  which  it  is  fecured  j and  if  the  mo- 
ney be  coin,  it  is  plain  that  this  cannot  be  realized  any  farther  than 
it  is  by  nature.  When  therefore  we  fay,  that  a man  realizes  his 
money,  we  do  not  mean  any  thing  farther,  than  that  he  gives  his 
money  to  another  in  exchange  for  folid  property.  Thus  when  an 
eftate  is  bought  in  a country  where  banks  upon  mortgage  are  efta- 
blillied,  a part  of  the  price  is  commonly  taken  out  of  circulation 
altogether ; becaufe  in  confequence  of  the  price  paid,  the  bank  is 
refunded  what  it  had  melted  down  of  the  land  fold  ; confequently^ 
that  paper  becomes  confolidatcd  a-new,  as  it  were,  with  the  lands 
which  are  relieved  of  the.  mortgage. 

But  when  lands  are  fold  in  a country  where  there  is  no  paper 
the  price  rem.ains  in  circulation  as  before  ; and  if  the  quantity  of 
com  m circulation  iliould  exceed  the  ufes  for  it,  a cafe  which 

feldom  happens  in  thefe  days,  it  would  be  exported,  and  realized 
abroad. 

When  this  complicated  and  fyftematical  fclieme  of  credit  is  not 
eftabiifhed,  the  infallible  confequence  is,  that  money  difappears  t 
confequently,  intereft  rifes.  The  taxes  formerly  impofed  cannot  be 
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paid  : confequently,  it  is  in  vain  to  fcek  to  augment  them  ; becaufe 
in  proportion  as  they  are  augmented,  they  become  lefs  produaive. 
If  money  be  borrowed  upon  remote  funds,  engaged  for  other  debts 
previoufly  contracted,  and  if  public  faith  be  at  all  events  to  be  pre- 
ferved,  the  confequence  muft  then  be,  that  the  public  will  be  eat 
up  by  ufurers. 

This  was  the  cafe  in  England  during  the  wars  of  Queen  Anne. 

So  early  as  1706,  government,  as  has  been  faid,  began  to  borrow 
at  6 per  cent,  upon  funds  already  engaged.  What  was  the  confe- 
quence ? The  exchequer  having  no  money  to  pay  the  interell  as  it 
fell  due,  paid  with  tallies-,  thefe  fell  to  great  difcount,  and  had 
they  remained  long  in  that  difcredited  Etuation,  lending  would 
have  Ropt,  or  interell  would  have  rifen,  as  in  France,  fo  high  as  to 
lofe  the  name  of  intereft  altogether.  This  -was  the  cafe,  in  the 
example  above  cited,  when  feven  millions  ready  money,  borrowed 
by  the  late  King  of  France,  became  a debt  of  thirty-tvro  millions  on 
the  Rate. 

Upon  the  occafion  above  mentioned,  government  availed  them- 
felves  of  the  bank  of  England,  as  I fay  every  private  citizen  fhould 
have  a power  to  do,  on  every  occafion,  tvhen  his  credit  is  good,  though 
money  fhould  fail  him.  They  engaged  the  bank  to  difcount  ail 
tallies  ifliied  for  intereR  of  debts ; that  is,  in  other  words,  to  turn 
thofe  Ricks  into  money : but  as  public  credit  was  fo  low  that  money 
could  not  be  found  to  difcharge  even  the  intereR  of  the  advance 
made  by  the  bank,  the  government  confented,  that  all  advances  of 
that  kind  fhould  bear  compound  intereR  quarterly,  at  6 per  cent. 
What  a monflroiis  profit  to  the  bank ! wdiat  a charge  upon  the 
Rate  ! Had  banks  of  circulation  upon  mortgages  been  eRabiilhed 
at  that  time,  money  w^ould  have  come  in  at  a moderate  fimple  in- 
tereR to  individuals,  who  would  have  availed  themfelves  of  them, 
for  the  payment  of  all  public  burdens.  InRead  of  which,  induftry 
was  made  to  fiiffer ; the  public  money  did  not  come  in ; taxation 
Ropt  j expences  went  on,  and  deficiencies  were  paid  by  the  piibhe 
at  this  monRrous  charge. 
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On  the  other  hand,  had  it  not  been  for  the  afiiflance  the  bank 
then  gave  the  ftate,  in  circulating  thofe  exchequer  tallies,  bill's,  &c. 
it  is  very  certain  that  credit  would  have  failed  as  totally  in  England 
as  it  had  done  in  France  in  1708,  when  Defmaretz  undertook  the 
finances.  This  minifter  had  no  bank  to  avail  himielf  of,  and  ac- 
cordingly he  run  France  in  debt  at  the  rate  of  two  hundred  millions 
of  livres  per  annum,  during  feven  campaigns  ; of  which,  I am  per- 
fuaded,  he  did  not  receive  one  half,  or  near  it,  in  effective  value. 


What  I have  faid  will,  I hope,  be  fufficient  to  fhew’  that  the  only 
way  for  any  fiate  to  borrow,  is  previoufly  to  provide  a fund  for 
making  good  what  is  agreed  upon  with  the  lenders  ; and  that  all 
expedients  to  fupply  the  want  of  . it  will  in  the  end  bring  great  expence 
upon  the  people,  either  by  involving  them  in  an  exceflive  burden 
of  debts,  in  cafe  public  engagements  fhould  be  held  facred,  as  has 
conftantly  been  the  cafe  in  Great  Britain  ; or  by  driving  the  fiate  to 
a bankruptcy,  as  was  the  cafe  in  France  upon  the  death  of  the  late 
King.  I call  it  a bankruptcy,  becaufe  all  that  was  owing  was  not 
paid.  A man  who  pays  no  more  than  1 9 j-.  1 1 f in  the  pound,  is 
a bankrupt,  as  well  as  he  who  cannot  pay  one  farthing. 

I noAv  come  to  the  methods  of  paying  off  debts  when  already 
contracled. 

Public  debts  may  be  divided  into  two  claffes,  redeemable  and  ir- 
redeemable. Redeemable  debts  may  be  paid  off  in  feveral  ways, 
which  we  lhall  briefly  enumerate  before  we  compare  their  feveral 
advantages. 


Firfi  then,  fuch  debts  may  be  paid  off  at  once,vby  refunding  to 
the  creditors  the  whole  capital,  with  all  arrears  of  inrereft. 

-zdo.  They  may  be  paid  off  yearly,  according  to  a certain  rule  to 
determine  the  preference,  and  order  of  payment  for  this  purpofe, 
a determinate  fum  muft  be  fet  apart  as  a finking  fund. 

3^(3,  They  may  be  paid  off  cumulatively  and  proportionally  every 
year,  by  incorporating  the  finking  fund  into  the  m^oney  appropriated 
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for  difcharging  the  intereft,  and  by  placing  all  tliat  is  paid  beyond’ 
the  intereft,  as  payment  in  part  of  the  capital. 

4?'?,  They  may  be  paid  in  one  fenfe,.  as  Ihall  be  farther  explained, 
by  reducing  the  intereft  upon  the  capitals,  without  diminifliing 
them» 

They  may  be  paid  off  by  converting  them  into  annuities  for 

iifes. 

hto,  And  laftly,  they  may  be  paid  off  under  the  value  of  the  capi- 
tals, by  the  means  of  lotteries ; where  the  ftate  may  gain  what  the 
creditors  choofe  to  lofe  from  a defire  of  gaining. 

To  one  or  other  of  thefe  methods  may  be  reduced  all  the  fair  and 
honeft  expedients  which  a ftate  may  employ  to  get  rid  of  their  debtSj . 
without  any  breach  of  public  faith,  or  without  proceeding  to  the 
extremity  of  prefcribing  conditions  of  payment, . which  the  credi- 
tors are  forced  to  accept  againft  their  will. 

As  for  the  irredeemable  debts,  I apprehend,  that,  without  confent 
of  the  creditors,  no  change  upon  the  condition  of  loan,  can  juftLy 
be  made. 

I fliall  next  point  out  the  advantages  and  difadvantages  of  the 
feveral  methods  of  difcharging  debts,  as  they  may  affed  the.  fepa- 
rate,  or  cumulative  intereft  of  a ftate. 

Were  large  debts  which  have  fubfifted  for  a long  time  to  be  paid, 
off  all  at  once,  it  would  occafion  a hidden  and  a violent  revolution,- 
which  is  always  attended  with  inconveniences. 

Were,  for  example,  the  proprietors  of  lands  to  confent  to  fell  off 
a part  of  their  eftates  for  the  payment  of  the  public  debts,  the 
quantity  of  land  brought  to  market,  would  fink  the  price  of  it  very 
confiderably  ■,  from  w^hich  \vould  arife  a great  detriment  to  land- 
lords. I ftiall  not  here  inquire  from  whence  fuch  a him  of  money 
could  come. 

Could  a treahire  be  brought  from  India  (let  me  hippofe)  fufficient 
at  once  to  difcharge  the  debts  of  Great  Britain,  circulation  would 
become  fo  glutted  with  money,  that  intereft  would  fall  to  nothing. 
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This  would  be  a temporary  lofs  to  all  the  former  creditors,  until 
they  had  time  to  lend  to  the  other  Hates  of  Europe,  who  would,  in 
confequence  of  the  revolution,  fink  the  rate  of  intereft  upon  their 
own  debts.  Something  like  this  was  the  confequence  of  paying 
off  all  the  debts  of  France  with  bank  notes  in  1720,  upon  w'hich  in- 
terefi:  fell,  as  we  have  obferved  above,  to  2 per  cent. 

When,  in  the  fecond  place,  debts  are  paid  off  partially  every  year, 
according  to  a certain  rule,  it  is  expedient  to  have  the  capitals  re- 
duced into  fharcs  of  a determinate  value,  as  is  the  practice  in 
France,  that  they  may  be  drawn  out  as  in  a lottery.  The  lots  drawn 
may  then  be  paid,  and  no  detriment  will  follow  to  any  particular 
creditor,  more  than  to  another : becaufe  if  by  being  paid  there  be 
either  profit  or  lofs  to  the  creditor,  it  will  affect  the  value  of  the 
whole  flock  in  proportion.  If,  upon  the --eftablifliment  of  fuch  a 
plan,  the  flock  be  found  to  rife,  it  will  be  a proof  that  either  the 
intereft  formerly  paid  was  below  the  common  rate,  or  that  the 
credit  of  the  ftate  was  looked  upon  as  precarious : if  it  fliould  fink, 
contrary  conclufions  may  fafely  be  drawn. 

This  is  a common  method  of  paying  off  debts  in  France,  where 
funds  are  more  commonly  divided  into  fhares  than  in  Great  Bri- 
tain. 

In  1759,  the  King  opened  a fubfcription  for  feventy-two  millions 
of  livres  upon  the  general  farms : this  fum  was  divided  into  feventy- 
tvro  thoufand  aflions,  bearing  5 per  and  it  was  flipulated,  that 
upon  the  renewal  of  the  farms  in-  twelve  thoufand  actions 
ffxould  be  drawn  by  lot,  and  paid  off  monthly  j fo  that  in  fix  months 
the  v^hole  debt  was  to  be  difcharged;-  ; 

The  third  method  of  applying  what  is  annually  paid  above  the 
intereft,  in  extirnffion  of  the  capital,  is  the  meafure  propofed  by 
Cardinal  Richlieu  for  difcharging  the  debts  of  Fraaice  ? only  the 
Cardinal  went  to  work  in  a very  arbitrary  way,  both  in  determining 
the  intereft,  and  in  fixing  a value  upon  the  capital,  equally  detri- 
mental to  the  creditors. 
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To  applv  this  to  an  exaraplp.  Had  England  at  the  time  govern- 
ment frft  eftabliflied  a finking  fund,  arifing  out  of  tlte  favings  which 
were  made  upon  reducing  the  rate  of  intereft,  from  time  to  time, 
continued  to  pay  to  the  creditors  the  fame  annual  fums^as  formerly ; 
and  thereby  applied  what  was  paid  beyond  the  intereft,  to  the  pay- 
nient  of  the  capital,  there  could  not  have  been  any  mifapplication 
of  the  finhing  fund  5 and  the  debts  by  this  time  would  have  been 
o-r-oflv  diminiflied.  Whereas  by  applying  the  finking  fund  to  the: 

i v-c* ex ^ 

fervice  of  the  year,  for  the  eafe  of  the  people  and  advantage  of  the 
creditors,  the  confequences  may  prove  exceedingly  inconvenient. 

The  fourth  method  of  reducing  debts  is  that  adopted  by  Great 
Britain,  viz.  by  reducing  the  intereft  paid  upon  them.  From  this 
we  difeover  the  reafon  why  taxes,  even  in  time  of  war,  are  feldom 
augmented  in  this  kingdom  much  above  the  proportion  of  the  in- 
rereft  of  the  money  borrowed. 

We  have,  in  the  fecond  chapter  of  the  firft  book,  boldly  declared 
this  to  be  againft  principles,  and  the  authors  of  fuch  a fcheme  were 
there  ftigmatized  as  men  of  no  forefiglit : we  now  fee  how  much 
people  may  be  miftaken  in  their  conclufions  in  political  matters^ 
when  they  are  formied  upon  too  narroxv  combinations. 

Were  capitals  intended  ever  to  be  paid,  no  doubt  the  .conclufion 
would  be  juft ; but  if  it  be  refolved,  that  capitals  ftiall  never  be  con- 
fidered  as  the  obje«5f  of  attention,  and  that  the  intereft  alone  ftiall  be:* 
looked  upon  as  the  real  burden,  then  all  payment  of  capitals  is  un- 
neceftary,  except  fo  far  as  by  paying  a part  of  them,  it  may  ferve 
to  reduce  the  intereft  upon  the  reft,  by  making  money  regorge  in 
the  market  beyond  the  ufes  found  for  it. 

This  plan  cannot  be  carried  on  while  a nation  is  engaged  in  an 
expenfive  war,  which  abiorbs  all  the  money  to  be  lent : but  it  be- 
comes the  object  of  a ftatefman’s.  care,  after  peace  is  reftored,  and. 
when  trade  begins  to  bring  in  a balance  upon  exportations. 

W’^e  have  feen  how  that  balance  tends  every  year  to  dimimih  the 
capitals  due  to  ftrangers,  and  to  k-erp  money  at  home.  Then  is  the 
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time  to  extend  taxation  beyond  the  ufes  found  for  money  to  pay  the 
intereft.  Two  or  three  millions  extraordinary,  raifed  at  the  clofe 
of  a war,  and  thrown  into  the  hands  of  the  creditors  of  Great  Bri- 
tain, in  extinction  of  their  capitals,  would  foon  engage  them  to  cry 
for  mercv.  They  xyould  find  no  outlet  but  France  for  fuch  Turns  ; 

j j 

and  it  is  precifely  after  a war,  that  France  is  bufy  in  playing  off  the 
arbitrary  operations  on  her  debts,  which  reduces  her  credit  too  low 
for  any  one  to  trull:  her  with  money.  Let  peace  continue  for  a few 
years,  confidence  will  there  advance  apace,  and  then  it  wall  become 
more  difficult  to  make  money  regorge  in  England. 

To  fay  that  taxes  are  already  beyond  all  bounds,  is,  in  other 
words,  to  fay  the  nation  is  no  more  in  a ftate  of  defence : becaufe 
ihould  Britain  be  again  involved  in  an  unavoidable  war,  the  con- 
fequence  will  be,  either  to  render  more  taxes  indifpenfable,  or 
to  oblige  the  nation  to  fubmit  to  any  terms  demanded  by  her 
enemies. 

If  it  be  therefore  true,  that  taxes  may  Hill  be  augmented,  the 
mofc  proper  time  for  augmenting  them,  is,  at  the  very  clofe  of  a 
v/ar ; becaufe  then  every  circumftance  favours  the  fcheme,  as  we 
fliali  now  explain. 

AVe  have  faid  above,  and  experience  proves  the  truth  of  it,  that 
at  the  end  of  a war  circulation 'becomes  too  full  for  domeftic  ufes  5 
and  that  the  faperfluity  of  money  is  realized  upon  property.  This 
is  the  confequence  of  a fudden  Hop  in  national  expence.  Were  faxes 
at  fuch  a time  augmented,  part  of  this  regorging  money  would  find, 
a vent  by  the  augmentation  upon  domeffic  circulation  which  taxes 
would  occafion  ; which  augmentation  wuuld  circulate  into  the  ex- 
chequer, inftead  of  becoming  confolidated  with  property,  as  has 
been  laid,  and  coming  into  the  hands  of  government,  w^ould  be 
poured  into  thofe  of  the  creditors,  in  payment  of  part  of  their  capi- 
tals. There  it  would  regorge  a-new ; becaufe  it  is  obferved,  in  ge- 
neral, that  thofe  who  have  property  in  the  funds  are  not  apt  to- 
iquander  money  when  unexpectedly  thrown  into  their  hands  5 on 
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the  contrary,  they  are  commonly  found  to  live  very  much  within 
their  income 

But  fuppofe  it  Ihould  not  immediately  regorge,  it  would  then 
increafe  expence  and  confumption ; confequently,  would  advance 
induRry,  and  render  every  branch  of  excifes  more  produdive.  In 
every  combination  we  can  foim,  public  opulence  would  be  aug- 
mented: money  would  regorge  at  laft ; and  then  the  creditors 
would  come  with  their  application  to  government  to  fufpend  the 
reimburfement  of  capitals,  and  to  accept,  in  lieu  of  that,  a dimi- 
nution upon  the  intereft. 

This  is  the  golden  opportunity  for  diminilhing  the  public  burden 
occafioned  by  debts  ; and  this  method  of  compaffing  fo  defirable  an 
end,  is  far  preferable  to  that  of  compelling  creditors  to  fubmit  to  a 
diminution,  by  offering  a fudden  reimburfement,  which  was  put 
in  pradice  in  Britain  in  the  year  1 749,  as  has  been  obfen^ed.  Had 
the  public  waited  with  patience  one  year  longer,  and  then  thrown 
in  a few  millions  more  than  they  did  into  the  hands  of  the  credi- 
tors, the  propofal  of  reducing  the  intereR  would  have  come  from 

* Experience  thews,  that  when  the  debts  of  a nation  have  come  to  a height,  the 
public  creditors  become  people  of  great  confequence,  upon  account  of  the  eafe  and 
affluence  of  their  circumftances.  They  are  not  expofed  to  the  many  hidden  expences 
incident  to  land  proprietors.  They  are  a clafs  in  the  ftate  but  lately  known  ; the  capital 
of  their  wealth  is  hid ; and  opinions  concerning  their  figure  and  rank  are  as  yet  un- 
formed. Whereas  the  family  of  a land  proprietor  is  known;  his  expence  may  furpafs 
that  of  his  predecefflors  without  much  obfervation ; but  if  it  ^o\x\&  fall  helow  it^  he 
commonly  finks  in  the  eftimation  of  his  neighbours,  who  feldom  combine  circumftances 
which  can  only  be  gueffed  at.  An  heir  to  a landed  eftate,  is  bred  up  from  bis  infancy 
with  the  notion  of  living  like  his  father : the  fon  of  a monied  man  has  commonly  very 
different  fentiments  and  even  when  any  of  this  dafs  takes  a turn  to  expence,  the 
luftre  of  it  is  all  djfplayed  round  their  own  bodies ; that  is,  in  their  own  houfc, 
and  in  their  own  families  : no  country  feats,  hounds,  horfes,  fervants  in  every  quarter, 
lamiiy  intereft  to  keep  up,  little  oeconomy  in  fpending.  In  a word,  every  one  feels 
better  than  I can  defcribe,  that  landed  men  commonly  exceed,  and  monied  men  com- 
monly live  within  their  income. 
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the  other  quarter ; which  in  all  bargains  with  creditors  is  of  the 
greatefl  confequence  to  the  debtor. 

The  fum  of  intereil  thus  diminifhed,  upon  an  obligation  to  fuf- 
pend  the  reimburfements  of  capitals  for  a limited  time,  three  quef- 
tions  will  naturally  occur : i.  Whether  the  taxes  ihould  be  diiiii- 
niflied  in  proportion : or  2.  If  they  fhould  be  allowed  to  fubiift  with^ 
a,  view  to  apply  the  overplus  of  them  to  nationaLpurpofes : or  3. 
Whether  it  may  not  be  moft  advifeable  to  turn  fuch  a part  of  the 
debts  into  annuities  for  lives,  as  may  abforb  the  faving  upon  the 
former  intereft  paid.  The  firft  two  queftions  I refert^e  for  the  fol- 
lowing book,  where  they  will  be  fully  examined  ; the  laft-  is  the  ' 
fifth  expedienr  propofed  for  acquitting,  the-  public  debts.  A§  the 
nature  of  it  is  abundantly  evident,  I fhall  only  repeat  what  I for- 
merly obferved,  that  this  method-  of.  eftablifiiing  a finking  fund, 
has  the  advantage  of  being  lefs  expofed  to  mifapplkations  than  any 
others 

The  lad  expedient  of  paying  off  ' capitals,  below  the  originai  value, 
by  the  means  of  lotteries,'  fhould  only  take  place  after  intereft  is 
brought  fo  low  as  to  cut  off  any  near  profpecl  of  reducing  it  ftilf 
farther. 

I fhall  not  pretend  to  guefs  arthe  loweft' point  to  which  the  rate 
of  intereft  may  be  brought,  by  the  expedients  of  increafing  money 
at  will,  by  the  means  of  banks  upon  ^mortgage.'  I have  in  the 
feventh  chapter  of  the  iirft  part  of  this  book,  throw'ni'out  a hint  of 
a land-bank,  which  opens  a very  v/ide  field  of  fpeculation ; but  in 
this  place,  irwould  be  unneceffary  to  enlarge  upon  that  fubjedl. 

Let  me  fuppofe  the  rate  of  intereft  brought  lower  in  Britain  than 
anywhere  elfe,  it  will  neverthelefs  be  fubjefb  to  periodical- rifings, 
on  many  occafions. 

Upon  every  fuch  emergency,  capitals  will  fink  in  the  market  * 
below  par. 

It  is  then  orify  that  a ftate  can  have  recourfe  to  this  laft  expedient  ■ 
of  opening  lotteries,  and  taking  in  fubfcriptions  at  the  market  price 
of  the  funds  fubfcribed  into.  them.  And  although  the  annuities  to 
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he  naid  upon  the  lottery  fund  be  regulated  by  the  rate  of  intereft 
at  the  time,  and  confequently  confiderably  above  the  ftandard  of 
he  other  debts ; yet  the  fame  methods  of  reducing  it  afterwards 
wiVconftantly  produce  their  effecT:s,  and  thereby  diminiih  the  ca- 
pital by  degrees.  ^ ^ ^ r-i, 

In  like  manner,  in  time  of  war,  when  the  public  funds  fall 
crreatly  in  their  price,  government  may  open  new  fubfcriptions, 
and  receive  payment  for  them  in  their  own  paper  at  the^  market 
price,  allowing  a fmall  premhum  in  the  rate  of  intereft.  If  the 
creditors  willingly  fubfcribe  upon  thefe  conditions,  no  violation  of 
public  faith  can  be  alledged.  By  this  operation,  the  capitals  will 
be  diminifiied,  and  the  advanced  rate  of  intereft  paid  during  the 
war,  will  return  upon  the  peace  to  where  it  v/as ; then  the  new 
fubfcriptions  may  be  paid  olF,  or  fubfcribed  for  again  at  a lower 
rate  than  lief  ore. 

Suppofe  it  then  refolved,  that  in  time  of  war,  the  nation’s  credi- 
tors ftiould  be  allowed,  at  certain  times,  to  fubfcribe  their  capitals 
in  books  opened  at  the  bank  for  that  purpofe,  one  quarter  per  cent. 
above  the  felling  price.  Would  not  this  have  the  good  efFect  of 
pQppQj’fiag  the  price  of  ftocks  on  one  hand,  and  of  i educing  the 
capital  of  the  national  debt  upon  the  othei^  Example. 

Let  me  fuppofe  that  in  time  of  war,  the,3,p-^  cesits.  fell  at  74^,: 
might  not  government  receive  them  at  75,  and  conftitute  the  new 
fubfcription  at  j\per  cent.  ? What  intereft  could  any  one  have  not  to 
fubfcribe,  who  at  fuch  a time  Mtends  to  fell  his  ftock  r His  3 per 
^hent.  fold  to  government  at  73,  a:id  turned  into  a 4 per  cent,  would 
afterwards,  when  fold  in  the  market,  produce  -f  y^^'  more  than 

if  it  had  not  been  fubfcribed  into  the  new  fund. 

Perhaps  in  Change  alley,  where  calculation  is  earned  to  the  ut- 
moft  pitch  of  refinement,  even  this  eventual-  advantage  to  govern- 
ment might  fink  theyalue  of  the  new  4 per  cents.  Let  this  be  allowed^ 
The  anfwer  is,  that  when  people  compute  with  fucli  nicety,  and 
comprehend  m their  calculations  every  ciicumfta'nce  the  moft  mi- 
nute, it  is,  I think,  the  mitereft  of  a ftate  (whofe  views  flaould 
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extend  far  beyond  the  period  of  human  life)  to  grant  a premium 
upon  fuch  fubfcriptions  more  than  fufficient  to  indemnify  the  fub- 
feribers,  according  to  the  mod  rigid  calculation  concerning  their 
prefent  advantage. 

The  fmalleft  profit  to  be  difcovered  by  the  nicefl;  pen  will  engage 
the  monied  man  to 'fubfcribe ; •confe(|uentlyyrhe  capitals  of  debts 
may -be  diminifhed,  at  a lofs  to  the  public  almoft  imperceptible. 
And  for  this  imperceptible  lofs  in  the '-mean  time,  the  great ed  na- 
tional advantage  may  be  obtained  at  a didant  period. 

Ifris  now  fulLtime  to  clofe  this  book,  which  has-fwelled  far  be- 
yond its  due  proportion.  The  fu^'e(5t  of  credit  and  debts  is  fo  Con- 
needed  with  many  quedions  relating  to  taxes,  and  to  the  application 
of  their  amount,  that  the  connexion  of  the  fubjeed  would  have  fuf- 
fered  little  in  blending ^themf together.  * But  as  I find  it  is  a great 
relief  to  the  memoiy  to  interpofe,  now  and  then,  a paufe  j and  as 
taxes  were'  intended  to 'be  treated  of  bynhemfelve-s,  according  to 
the  plan  I at  fird  propofed,  I fhall^make  no  alteration  in  it. 

At  the  end  of  the  fird  and  fecond  books,  I fubjoined  a chapter  of 
recapitulation;  in  the  third  book,  this  was  fupplied  by  a very  full 
table  of  contents  ; here,  becaufe  of  the  intimate  connection  of  the 
fubjecl  of  this  and  the  following  book',  I fhail^'efer  the  reader  to 
the  end  of  the  volume,  for  a full  recapitulation  of  both.  - 
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INTRODUCTION. 


HE  fubjedl  of  taxes  is  fo  clofely  connecfled  with  every  branch 


-*«•  of  political  oeconomy,  that  I have  not  been  able  to  avoid 
anticipating  a fubject,  which,  according  to  my  plan,  is  left  for  the 
conclufion  of  this  work. 

What  has  been  hitherto  introduced  concerning  taxation,  in  treat- 
ing of  induflry,  trade,  money,  credit,  and  debts,  relates  principally 
to  the  effeds  of  taxes  upon  circulation,  prices,  and  feveral  other 
things  relatively  to  thofe  fubjeds. 

What  therefore  remains,  not  as  yet  touched  upon?  chiefly  con- 
cerns the  principles  which  determine  the  nature  of  every  tax,  rela- 
tively to  the  intereft  it  is  intended  to  affed. 


I 


To 
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To  inveftigate  the  different  confequences  of  taxes  when  impofed 
■upon  poifeffion^,  and  when  upon  confumption,  are  queftions 
which  relate  directly  to  the  principles  of  taxation.  But  in  this 
book  I fhall  alfo  have  occafion  to  trace  out,  farther  than  as  yet  I 
have  done,  certain  combinations  concerning  the  effeds  which  taxes 
have  in  multiplying  the  fund  of  circulation  : and  as  the  augmen- 
tation of  taxes  tends  greatly  to  increafe  money,  I am  thence  led  to 
examine,  how  far  the  advantage  gained  by  the  fupprefiion  of  taxes 
may  not  be  more  than  compenfated  to  a nation,  by  the  inconve- 
niences proceeding  from  fo  great  a diminution  of  circulation. 

Taxes  have  all  along  been  fuppofed  to  enhance  the  price  of  liv- 
ing ; we  fliall  therefore  have  an  opportunity  of  invefligating  the 
proper  extent  to  be  allowed  to  that  general  propohdon. 


J 
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Of  the  different  Kinds  of  faxes. 

Taxes  liave  been  eftabliflied  in  all  ages  of  the  world,  under 
different  names  of  tribute,  tithe,  tally,  impoft,  duty,  gabel, 
quftom,  fubfidy,  excifej  and,  many  others  needlefs  to.recapitulate, 
and  foreign  to  my  fubjed  to  examine. 

Though  in  every  fpeeies  of  this  voluminous  category,  there  are 
certain  charafteriflic  differences  ; yet  one  principle  prevails  in  all, 
upon  which  the  definition  may  be  founded. 

I underfland  therefore  by  tax,  in  its  moft  general  acceptation,  a 
certain  contribution  of  fruits,  fervice,  or  money,  impofed  upon  the  individuals 
of  a fate,  hy  the  act  or  confent  of  the  legiflature,  in  order  to  defray  the  ex- 
pences  of  government . 

This  definition  may,  I think,  include,  in  general,  all  kinds  of 
burdens  which  can  poflibly  be  impofed.  By  fruits  are  underflood 
-either  thofe  of  the  earth,  of  animals,  or  of  man  himfelf.  By  fer- 
vice, whatever  man  can  either  by  labour  or  ingenuity  produce, 
while  he  himfelf  remains  free.  And  under  money  is  comprehended 
the  equivalent  given  for  what  may  be  exacted  in  the  other  two 
■ways. 

I have  no  occafion  to  confider  the  nature  of  fuch  taxes  as  are  not 
in  life  in  our  days.  Tributes  of  flaves  from  conquered  nations  are 
as  little  known  in  our  times,  as  contributions  of  fubfiflence  from 
the  fubjects  of  the  llate. 

I divide,  therefore,  modern  taxes  into  three  claffes.  i . Thofe 
upon  alienation,  which  I call  proportional:  2.  Thofe  upon  poffeT 
fions,  which  I call  cumulative  or  arbitrarv:  and  q.  Thofe  exacted 
in  fervice,  which  I call  perfonal.  Thefe  terms  miifl  now  be  fully 
explained,  that  I may  ufe  them  hereafter  without  being  mifunder- 
flood. 
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A proportional  tax  prefents  a fimple  notion. 

It  is  paid  by  the  buyer,  who  intends  to  confume,  at  the  time  of 
the  confumption,  while  the  balance  of  wealth  is  turning  againfl 
him ; and  is  confolidated  with  the  price  of  the  commodity. 

Examples  of  this  tax  are  all  excifes,  cuftoms,  ftamp-duties,  pod" 
age,  coinage,  and  the  like. 

By  this  definition,  two  requifites  are  necefiary  for  fixing  the  tax 
upon  any  one : firft,  he  mufl;  be  a buyer  j fecondiy,  he  muft  be  a 
confumer.  Let  this  be  retained. 

A cumulative  or  arbitrary  tax,  prefents  various  ideas  at  firft  fight, 
and  cannot  well  be  defined  until  the  nature  of  it  has  been  illuftrated 
by  examples. 

It  may  be  known,  i»?(?,By  the  intention  of  it ; which  is  to  alFeft  the 
pofiTefifor  in  fuch  a manner  as  to  make  it  difficult  for  him  to  aug- 
ment his  income,  in  proportion  to  the  tax  he  pays. 

2^0,  By  the  object,  when  inftead  of  being  laid  upon  any  deter- 
minate piece  of  labour  or  confumption,  it  is  made  to  affect  paft  and 
not  prefent  gains. 

ZtiOi  By  the  circumftances  under  which  it  is  levied,  which  imply 
no  tranfition  of  property  from  hand  to  hand,  nor  any  change  in 
the  balance  of  wealth  between  individuals. 

Examples  of  cumulative  taxes  are  land-taxes,  poll-taxes,  window- 
taxes,  duties  upon  coaches  and  fervants,  that  upon  indufirie,  in 
France,  and  many  others. 

A perfonal  tax  is  known  by  its  affedting  the  perfon,  not  the  purfe 
of  thofe  who  are  laid  under  it.  Examples  of  it  are  the  cor-je'e,  in 
France  ; the  fix  days  labour  on  the  high  roads,  and  the  militia  fer- 
vice  before  pay  was  allowed,  in  England  * 

Having  thus  explained  what  I mean  by  proportional,  cumulative, 
and  perfonal  taxes,  it  is  proper  to  obferve,  that  however  different 

* The  .cori:es  in  France  is  the  perfona!  fervice  of  all  the  labouring  clalTes,  for  carrying 
on  public  works.  Were  they  paid  for  in  money,  it  is  computed  they  would  amount 
to  no  m.ore  tban  i 200  000  livres  a year.  This  tax  was  omitted  in  the  account  of  the 
Frerirh  revenue. 


they 
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tliey  may  prove  in  their  efFecTs  and  confequences,  they  all  agree  in 
this,  that  thev  ought  to  impair  the  fruits  and  not  the  fund ; the 
exnences  of  the  perfon  taxed,  not  the  favings  ; the  fervices,  not  the 
i^erions  of  thofe  who  do  them. 

This  holds  true  in  every  denomination  of  taxes.  In  former  days, 
wlien  annual  tributes  of  Raves  were  paid,  and  even  at  prefent 
among  the  Turks,  where  it  is  cuftomary  to  recruit  the  feraglios  of 
great  men  by  fuch  contributions,  I confider  the  young  women  who„ 
are  fent,  as  part  of  the  fruits  of  the  people  who  fend  them.  This 
is  a fundamental  principle  in  taxation ; and  therefore  public  contri- 
butions, which  necelTarily  imply  a diminution  of  any  capital,  can- 
not properly  be  ranged  under  the  head  of  taxes.  Thus  when  the 
Dutch  contributed,  not  many  years  ago,  the  hundredth  part  of  their 
property  towards  the  fervice  of  the  Rate,  I cannot  properly  confider 
that  in  the  light  of  a tax : it  was  indeed  a moil  public  fpirited  con- 
tribution, and  did  more  honour  to  that  people,  from  the  fidelity 
with  which  it  was  made,  than  any  thing  of  the  kind  ever  boafted 
of  by  a modern  fociety. 


CHAP.  11. 

Of  proportional  "Taxes -i  and  their  proper  ObjeB. 

oxifts  for  the  ufe  of  man,  fo  far  as  it  is  confi- 
dered  as  a fund  for  taxation,  may  be  clafied  under  the  fol- 
io wing  heads:  i.  The  produce  or  fruits  of  the  earth;  2.  the  pro- 
duce of  the  induftry  of  man ; or  3.  his  perfonal  fervice.  Farther, 
Fruits  cannot  be  obtained  without  the  neceflary  labour  of  man 
a^*d  cattle.  As  this  labour  prefuppofes  all  the  necefiary  confump- 
non  of  maintenance,  &c.  the  produce  of  the  land  muft  be  under- 
stood, v/ith  regard  to  taxes,  to  be  that  part  of  the  fruits  only  which 
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remains  after  dediifting  an  equivalent  for  all  necefiary  expences  in 
making  the  earth  produce  them.  The  net  produce  alone  of  the 
earth  is  to  be  confidered  as  a fund  liable  to  taxation;  and  every 
contribution  which  bears  not  a juft  proportion  to  that  quantity,  is 
wrong  impofed,  as  fhall  be  Ihewn  as  we  go  along. 

Again,  as  to  the  produce  of  work : this  cannot  be  brought  into 
exiftence  without  fome  expence,  viz.  the  maintenance  of  the  work- 
man ; that  is  to  fay,  his  food,  raiment,  fire,  lodging,  and  the  ex- 
pence he  is  at  for  tools,  and  every  other  necefiary.  This  v/e  flialh 
for  the  future,  call  his  phyfical-necefiary.  The  value  of  the  work, 
over  and  above  an  equivalent  for  thefe  articles,  is  the  only  fund  to 
be  taxed  with  regard  to  the  workman. 

As  to  work  itfelf,  we  have  feen  above  (Book  11.  chap.  26.)  in  the 
general  diftribution  of  things  which  may  be  purchafed  with  mo- 
ney, how  it  was  ranged  under  the  clafs  of  things  incorporeal.  For 
that  reafon,  the  work  performed  cannot  come  under  taxation ; and 
therefore  the  perfon  working,  who  by  work  acquires  a balance  in 
his  favour,  is  brought  to  be  afiefled  by  proportional  taxes  upon  the 
articles  of  his  confumption  ; and  when  it  is  found  that  thefe  articles 
fufier  no- alienation  before  they  are  confumed  by  him,  and  confe- 
quently  efcape  taxatioh,  then  he  may  either  be  laid  under  the  cu- 
mulative taxes,  which  will  afieft  his  wealth,  or  under  the  perfonal, 
which  are  paid  in  work  itfelf,  and  in  that  refpecft  may  be  confi- 
dered as  the  fruit  of  the  man. 

- Nothing  would  be  fo  eafy  as  a general  rule  for  impoiing  propor- 
tional taxes,  did  the  labourers  of  the  ground  adtually  confume  a 
part  of  the  fruits  of  the  earth,  and  the  other  indiiftrious  clafles  a 
part  of  their  own  work,  in  lieu  of  this  phyfical-necefiai’y.  In  that 
cafe,  nothing  but  what  remained  of  fruits  and  work,  not  already  con- 
fumed  by  the  immediate  producers,  would  come  to  market  for  the 
ufe  of  thofe  who  do  not  v/ork ; but  who  have  an  equivalent  to  give 
for  it,  out  of  the  produce  of  paft  induftry.  Were  that,  I fay,  the 
■cafe,  then  at  the  time  of  alienation  (or,  as  we  c-xprefled  it  in  the  , 
atitli  chapter  of  the  fecond  book,  at  the  time  when  the  balance  or 

v/caki} 
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wealth  is  going  to  turn  in ■ favour  of  the  induftrious,  againft  the' 
idle  confumer)  a tar  proportional  to  the  value  of  the  alienation 
might,  with  the  greateft  propriety,  he  impofed,  as^  we  fliallprefently'^ 

difcover. 

This,  I hope',  wil  recall  to  mind  the  principles  dedtrced  in  the 
ehaprer  above  cited,  where  we  made  it  appear,  how  the  induHrioiis  - 
clafles,  who  furnifli  confumable  commodities  for  the  price  of  their 
overplus,  muft  conftantly  have  the  balance  of  wealth  turning- dn 
their  favour : and  when  once  they  arrive  at  :a  eertain  degree  of  eaie,  „ 
proportional  to  their  ambition,  then  they  give  over  working,  and  • *■ 

become  ineorporated  into  the  clafs  of  thofe  who  have  enriched  ? 
them. 

ThuS'  matters  go  on  in  a. perpetual  circle®  The  induftrious  be^  - 
come  eafy,  and  the  Txublic  lays  the  confumers  under  a perpetual ' 
contribution  in  proportion  to  Their  expence. 

The  hypothefis  we  have  made,,  is  not  entirely  agreeable  to  matter 
of  fact.-,  becaufe  the  operation  of  taxes  is  far  more  complex  Than  ^ 
we  have  defcribed  it  to  be  ; but  by  fimplifying  it,  as  I have  done, ^ it 
ferves  to  give  an  idea  of  the  refult,  or  general  confequence  of  pro-  ' 
portionaLtaxes,  which,  when  properly  impofed,  do  affect  the  idle 
only,  but  never  the  induftrious. 

Were,  Ifay,  the  operation  of  taxation  as  fimple  as  we  have  repre- 
fented  it,  nothing,  would  be  more  eafyuhan  to  deduce  its  principles^ 
Nothing  would  come  to  be  refunded  to  the  labourer  or  work- 
man, at  the  fale  of  his  furplus.  This  furplus  would  be  equal  to 
the  whole  produce  of  the  earth,  and  whole  induftry  of  the  country, 
dedu6ling  the  phyiical-neceflary  of  all  the  induftrious ; and  this 
phyficahneceffary  need  not  then  be  deducted ; beeaufci  it  is  fup- 
pofed  to  be  confumed  in  the  very  produff  ion  of  the  furplus,  as 
the  aqueous  part  of  fea  water  is  confumed  before,  you  can  have 
the  fait. 

1 his  iliuftrates  what  has  been  faid,  viz.  that  the  fruits  of  the 
earth  are  only  to  be  reckoned  to  exift,  after  deduff ing  the  neceffary 
exi>€nce  of  providing  them.  For  thoiigh.in  faff  a farmer  poffe.ffes 

all 
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all  Ms  crop  after  harveft,  yet  part  of  it,  as  to  him,  is  virtually  con- 
fumed  out  of  Ms  own  flock,  or  that  of  others  who  have  furniilied 
him  food  and  neceflaries  ail  die  time  it  was  coming  forv/ard : con- 
fequently,  that  part  neither  belongs  to  the  ground,  or  to  the  farmer. 

If  it  be  urged  Hill,  that  the  whole  niufl  be  fuppofed  to  exift  with 
regard  to  the  ftate,  1 agree  to  the  propolitioii ; but  according  to  our 
argument,  it  mull  not  be  fuppofed  to  exift  in  favour  of  the  ftate,  to 
.the  prejudice  pf  the  farmer  ; for  this  reafon,  that  the  total  of  the 
farmer’s  expence  muft  be  underftood  to  have  been  taken  from  the 
furplus  of  other  people’s  induftry,  and  therefore  if  the  crop  be  fup- 
pofed  CO  exift  with  refpect  to  the  ftate,  becaufe  it  is  in  the  farmer’s 
yard,  the  furplus  of  induftry  which  he  has  confumed  muft  not  be 
fuppofed  to  exift  in  favour  of  the  ftate,  at  the  fame  time.  But  as 
the  farmer  is  fuppofed  to  have  paid  the  tax  upon  xvhat  he  has  bor- 
rov/ed  and  confumed,  he  m.\x&  dra^w  it  back  from  thofe  xvho,  in  their 
turn,  are  to  confume  his  crop : and  if  he  draws  it  back,  he  cannot 
be  faid  to  pay  it,  although  the  ftate  profits  of  it  as  much  as  if  he  did. 

Does  it  not  appear  from  this  analyfis,  that  a ftate  can  only  take 
gratuitoully  and  proportionally  out  of  the  furplus  of  fruits  and  in- 
duftry I Now  what  is  here  called  furplus,  relatively  to  the  induf- 
trious,  is  the  necelEry  fund  of  confumption  for  all  the  rich  and 
idle ; confequently,  were  the  ftate  to  diminifh  any  part  of  the  quan- 
tity, the  idle  and  the  rich  would  be  deprived  of  a fufficiency : but 
in  regard  that  thofe  who  do  not  work  give  money,  which  is  the 
price  of  all  things,  in  exchange  for  wMat  they  confume,  there  the 
ftate  fteps  in,  and  fays,  we  afts;  nothing  of  thofe  who  have  no- 
filing  but  their  phyficai-necellary,  this  they  have  been  allowed  to 
take  5 we  take  none  of  their  furplus  from  them,  this  v/e  allow  them 
to  fell  to  you ; but  as  for  you,  who  do  not  work,  and  have  in  your 
coffers  wherewithal  to  purchafe  the  labours  of  your  induftrious 
brethren,  this  labour  you  fhall  not  profit  of,  unlefs  you  give  the 
ftate  a certain  value  out  of  your  wealth,  in  proportion  to  the  'work 
and  fruit  you  are  going  to  confiime,  although  you  have  conti'ibuted 
nothing  towards  the  produdion  of  it. 

VOL.  IL  R r r 


Hence 


4^0  AN  INQUIRY  INTO  THE  PRINCIPLES  Book  Y. 

Hence  it  appears  evident,  that  -without  money  there  could  be  no 
iax  impofed : for  were  the  flate  to  take  their  proportion  of  the  real 
furpiiis,  and  difpofe  of  it  out  of  the  countrj,  a part  of  the  inhabi- 
tants would  be  ftarved.  But  by  an  equivalent’s  being  found,  quite 
different  from  the  furplus  itfelf,  of  no  life  for  fubliftence,  the 
whole  produce  of  induftry  is  left  for  the  ufe  of  thofe  who  have  it  j 
the  Rate  takes  what  part  of  the  equivalent  they  pleafe  from  the  idle  j 
and  no  body  Rarves,  but  fuch  as  have  not  money,  nor  induftry, 
nor  the  talent  of  exciting  the  compafiion  of  the  charitable. 

By  this  fimple  reprefentation  of  a rnoft  complicated  operation, 
I have  been  able  to  deduce  the  capital  principle  of  proportional 
taxation.  If  the  reafoning  be  found  folid,  it  may  be  retained  5 
becaufe  we  fhall  have  occalion  to  recur  tout,  at  almofl  every  new,' 
combination. 


CHAP.  III. 


How  proportional  Taxes  are  drawn  back  by  the  mdufirious^  anH 
how  that  drawing  back  is  the  only  reafon  why  Taxes  raife  the: 

Prices  of  Cofnmodities. 


JHAT  perplexes  our  notions  in  the  theory  of  proportional; 


^ taxation,  is,  that  the  induftrious  man,  inRead  of  bringing 
his  fuiplus  to  market,  is  obliged  to  bring  the  whole  of  his  work. 
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fidered  as  virtually  confumed  by  the  workman,  and  if  a tax  be 
raifed  upon  it,  it  muil  not  affe(5l  him ; that  is,  he  muft  draw  it 
totally  back  from  the  perfon  to  whom  he  difpofes  of  it.  (B)  on 
the  other  hand,  reprefents  that  part  of  which  he  is  proprietor,  to 
wit,  his  profit  j and  therefore  may  either  be  taxed  or  not,  as  the 
Hate  Ihall  think  fit. 

If  it  be  taxed  in  the  hands  of  the  induilrious  man,  without  ftiffer- 
ing  an  alienation,  the  tax  will  be  of  a cumulative  nature.  If  it 
be  left  free  to  him,  and  taxed  to  the  perfon  who  buys  it,  it  will  be 
of  the  proportional  kind,  as  we  ftiail  fee  afterwards.  Again, 

In  the  firfl;  cafe,  it  wdli  check  the  growing  wealth  of  the  induf» 
trious  man  5 in  the  fecond,  it  will  accelerate  the  drllipation  of  the 


buyer. 

Taxes,  therefore,  of  the  firfc  land,  are  proper  to  be  impofed  in 
countries  where  the  ilate  is  jealous  of  growing  wealth,  as  we  have 
obferved  in  the  a^th  chapter  of  the  fecond  book.  If  the  tax,  again, 
be  laid  upon  the  buyer,  then  the  balance  turns  in  favour  of  the  in- 
duflrious  man,  in  proportion  to  the  full  amount  of  (B),  and  pro- 
duces no  other  elTedl  than  to  accelerate  the  difiipation  of  the  buyer. 

Let  us  now  take  in  a new  combination. 


If,  when  the  work  is  brought  to  m.arket  and  fold,  the  price  fhall 
not  exceed  the  value  of  the  induilrious  man’s  (A),  then  he  is  of  the 
clafs  of  thofe  we  call  pbyftcal-TieceJfartans^  who  accumulate  no  pgofits. 
If  the  price  of  it  be  leis  than  (A),  he  becomes  a load  upon  the  fiate, 
-a  bankrupt  to  thofe  who  have  fed  him  upon  credit,  and  will  die  for 
want,  unlefs  he  be  fupported  by  charity. 

So  far  with  regard  td  the  feller : next  as  to  the  buyer. 

The  buyer  appears  at  market  with  his  money.  When  he  comes 
there  he  mull  give,  firfl,  an  equivalent  for  the  prime  coft  of  the 
merchandize ; that  is,  he  mull  refund  every  expence  neceiTarily  in- 
curred in  producing  it;  or  he  muft  refund  the  value  of  (A).  Next,  the 
induilrious  man  has  a claim  upon  him  for  his  profits,  viz.  his  (B), 
Then  comes  the  date,  who  claims  a part  of  his  wealth,  in  regard 
that  he  is  going  to  purchaie  what  his  owii  induftj^"  has  not  pro- 

R r r 2 duced. 


492  AN  inquiry  INTO  THE  PRINCIPLES  Book  V„ 

duced.  This  is  the  tax ; I fhail  call  it  (C).  This  tax  will  be  found 
of  the  proportional  kind.  It  will  not  affecT  the  growing  wealth  of 
the  feller,  but  it  will  accelerate  the  diffipation  of  the  buyer  and 
will  pull  down  the  fcale  againfi:  him,  in  favour  of  the  induftrious. 
This  is  a proper  tax,  in  countries  where  the  flate  obferves  the  maxim 
of  iharing  the  wealth  of  thoie  who  diffipate. 

Let  us  now  take  in  another  combination.  Let  us  fuppofe  this 
buyer  to  be  an  induRrious  perfon,  and  the  thing  bought  to  be  a ne- 
ceffary  material  for  the  manufa(51;ure  in  which  he  is  employed.  Is 
it  n6t  plain,  that  when  the  fecond  induflrious  man  comes  to  mar- 
ket to  fell  his  work,  which  I alfo  fuppofe  compofed  of  his  (A)  and 
his  (B),  that  his  (A)  is  a ftill  more  compounded  body?  It  firft  in- 
cludes his  own  phyfical-neceflary,  as  above:  2.  the  (A)  and  (B)  of' 
the  man  from  whom  he  bought  the  materials  : and  3.  the  (C)  which 
he  paid  to  the  Rate  for  the  liberty  of  acquiring  what  he  himfelf 
had  not  produced. 

Whoever  therefore  buys  from  the  fecond  induRrious  man,  niuR, 
in  like  manner,  refund  to  him  his  full  (A)  ; he  muR  alfo  pay  him 
his  (B) ; and  then  he  will  find  the  Rate  claiming  their  (C),  as  in  the: 
former  operation. 

This  being  done,  let  us  examine  the  intereRs  of  all  parties.  The 
firft  induRrious  man  has  no  reafon  to  complain  of  the  tax ; becaufe 
he  was  paid  his  neceflary  expence  (A),  and  alfo  his  B)  for  his  pro- 
fit ; and  the  Rate  realized  the  tax  at  the  expence  of  the  fecond  in- 
duRrious man,  who  paid  it.  Now  we  faid  that  the  diffipation  of 
his  wealth  was  accelerated  in  proportion  to  .be  value  of  what  he 
paid  for  (C)  but  as  he  is  none  of  the  idle,  and  as  the  thing  bought 
was  a material  neceflary  for  his  manufacture,  the  fecond  buyer 
finds  himfelf  obliged  to  refund  the  whole  amount  of  the  firR  (A), 
(B),  (C)  ; becaufe  the  fum  of  them  make  a part  of  the  fecond  man’s 
(A).  Now  it  is  the  refunding  of  this  (C)  to  the  induRrious  man 
which  is  the  only  circurnRance,  from  which  proceeds  the  rife  in 
the  price  of  commodities,  in  confequence  of  proportional  taxes. 
Moreover,  tne  fecond  buyer  muft  pay  the  fecond  induflrious  man’s 
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(B),  in  favour  of  the  balance  -which  is  going  to  turn  againft  him ; 
and  lafl  of  all,  he  mull  pay  the  fecond  (C),  which  is  the  fliare  the 
ilate  requires  of  him,  in  order  to  accelerate  his  diffipation. 

Now  let  us  obferve,  that  if  the  commodity  bought  by  the  fecond 
indullrious  man,  be  not  necelTary  for  the  exigence  of  his  manu- 
fadlure,  it  cannot  enter  into  his  (A),  and  therefore  mull  be  dimi- 
nifhed  upon  his  (B) ; and  if  his  (B)  cannot  pay  it,  then  he  "will  owe 
it  to  fome  body,  and  for  the  future  muft  either  abllain  from  fuch 
expences,  or  leave  off  working,  in  favour  of  thofe  who  can  live 
without  them. 

’ Let  me  illuilrate  all  this  by  an  example. 

A tanner  fells  his  leather  to  a Ihoemaker  j the  fhoemaker  in  pay- 
ing the  tanner  for  his  leather,  pays  the  tanner’s  fubiiftence  and 
profit,  and  the  tax  upon  leather. 

The  man  who  buys  the  llioes  for  his  own  eonfuniption,  refund-s 
all  this  to  the  fhoemaker,  together  with  his  fubfiftence,  profit,  and 
the  tax  upon  fhoes  5 confequently,  the  price  of  ihoes  are  raifed^ 
only  by  refunding  the  taxes  paid  by  the  indiiftrious. 

But  if  the  flioemaker’s  fubfiftence  lhall  happen  to  include  either 
tavern  expences,  or  his  confumption  on  idle  days,  he  will  not  draw 
thefe  back  ; becaufe  other  ihoemakers  who  do  not  frequent  the  ta^ 
vern,  and  who  are  not  idle,  will  underfell  him : he  muft  therefore 
take  his  extraordinary  expence  out  of  his  profits  ; and  if  his  profit 
be  not  fufiicient,  he  muft  run  in  debt  to  the  tavern-keeper., 

The  extravagance  and  idlenefs,  therefore,  of  particular  workmen 
does  not  check  induftry,  nor  raife  prices  ; for  thefe  will  always  be  in 
proportion  to  demand,  and  there  is  no  reafon  why  demand  Ihould  ei- 
ther rife  or  fall,  becaufe  a particulur  workman  is  extravagant,  or  con- 
fumes  a commodity  not  neceffary  for  his  manufacture  or  fubfiftence. 

From  this  example  there  arifes  a new  combination  : that  in  pro- 
portion as  the  induftrious  do  not  confume  of  the  produce  of  their 
own  induftry,  but  come  to  market  with  the  whole,  and  then,  pur- 
chafe  the  work  of  others,  they  are  confidered,  as  to  taxes,  in  the 
light  of  idle  confumers,  who  da  not  work,  but  purchafe.  with 

money 
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money  the  fruits  of  the  induftry  of  others.  By  this  operation,  the  tax- 
able fund  is  augmented  beyond  the  extent  of  the  general  furplus 
called  (B).  The  reafon  is  plain.  Whatever  is  brought  to  market 
is  fuppofed  to  be  furplus,  as  it  may  there  be  bought  by  the  idle,  as 
well  as  the  induftrious.  The  only  difference  is,  that  the  iirft  do 
not  draw  back  the  tax,  and  that  the  fecond  do,  as  we  have  already 
fhewn. 

From  this  reafoning  we  may  conclude,  that  the  way  to  carry  pro- 
portional taxes  to  their  utmofl  extent,  is  to  draw  all  commodities  to 
market,  to  engage  every  one  to  carry  thither  the  whole  produce  of 
his  induftry,  and  buy  whatever  he  Hands  in  need  of. 

But  which  way  will  you  engage  either  a farmer  to  fell  his  crop,  and 
buy  fubfiftence  from  another  *,  or  a ihoemaker  to  fell  his  own,  and 
buy  his  neighbour’s  fhoes  ? The  thing  is  impracticable ; and  were 
it  attempted,  it  would  prove  an  arbitrary  proceeding,  and  a cumu- 
lative tax  laid  upon  their  induHry : a tax  which,  by  the  nature  of 
it,  they  cannot  draw  back,  as  we  Ihall  prefently  fee,  and  from  this 
circumftance  alone  proceeds  the  whole  oppreflion  of  it. 

Let  me  next  analize  the  price  paid  by  the  laft  buyer,  whom  we 
have  called  the  rich  and  idle  confumer  of  the  manufaclure,  who 
can  draw  nothing  back  from  any  body. 

Is  it  not  compofed  of  the  whole  value  of  the  fubliftence,  of  the  work, 
^of  the  profits,  of  the  tax?  The  whole  reimburfement  of  all  former 
payments  and  repayments  lands  upon  him.  Thofe  who  have  been 
at  all  the  expence,  appear  in  the  light  of  his  fervants  and  agents, 
who  have  only  advanced  money  upon  his  account. 

How  abfurd,  therefore,  is  it  either  to  fay,  that  ail  taxes  fall  ulti- 
mately upon  land  or  as  others,  for  no  better  reafon,  pretend,  that 
they  fall  upon  trade.  I fay,  that  this  category  of  taxes  which  I have 
now  been  defcribing,  and  which  I ihall  ftill  more  fully  explain  in  a 
fubfequent  chapter,  never  can  either  fall  upon,  or  affed  any  perfon 
but  the  idlv,  that  is  to  fay,  the  not  induftrious  confumer.  If  there  be 
lound  a poffibility  for  any  confumer  to  drav/  back  the  tax  he  has  paid, 

I fay  he  is  of  the  clafs  of  the  induftrious,  in  one  way  or  other : and 
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I farther  fay;  that  fuch  a tax  raifes  the  price  of  the  commodity.  But 
by  drawing  back,  I underiland,  that  the  repayment  is  an  infepar- 
able  confequence  of  his  having  paid  the  tax.  I do  not,  for  example, 
fay  that  a place-man  draws  back  his  taxes  by  the  emoluments  of 
his  office : but  I fay  a brewer  draws  back  his  excife  by  the  fale  of 
his  beer. 

Let  this  principle  alfo  be  retained,  that  with  refpedt  to  the  con-- 
fumption  of  fuperfluities  by  the  manufacturing  daffies,  they  muft 
be  confidered  as  being  of  the  clafs  of  the  rich  and  idle,  as  much  as  > 
the  firft  Duke  in  England^  \Yhen  therefore  the  extravagance  of  the 
.manufaduring  daffies  becoones  general;  and  when  the  rate  of  the 
market  can  afford  them  great  wages,  relatively  to  the  price  of  necef- 
faries,  fuch  profits  confolidate  into  the  price  of  the  manufacture,  - 
according  to  the  principles  laid  down  in  the  loth  chapter  of  the  ' 
fecond  bookc  The  flatefman  then  mufi  endeavour  to  create  a com- 
petition, by  introducing  frefli  and  untainted  hands  into  fuch 
branches.  - This  will  be  afure  check  upon  the  induftrious,  and,  if 
rightly  applied,  will  prevent  all  frauds,  all  pretences  for  the  rife  of 
the  price  of  labour  on  account  of  taxes : and,  if  carried  to  the  full 
extent,  will  prevent  any  induftrious  perfon -from  enjoying  either 
a day’s  idlenefs,  or  the  fmalleft  fuperfluity  5 except  in  confequence  ' 
of  his  peculiar  dexterity,  or  extrinfic  advantages.  . 
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Of  cumulative  'Taxes. 

"y  SHALL  not  here  repeat  what  I have  already  faid  concerning: 

the  characteriftics  of  this  kind  of  impofition ; but  after  citing 
fome  examples,  I fhall  examine  it  more  clofely,  as  to  its  nature 
and  confequences, - 
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The  moft  familiar  examples  of  it  to  an  Englilhman,  are  tithes, 

land-tax,  window-tax,  and  poors-rates.  ^ 

The  moil  familiar  examples  to  a Frenchman,  are  tne  Tailk,  Fourage^ 
and  UJiencih  (which  go  commonly  together)  alfo  the  Cafitation,  the 
Dixieme,  the  Vingtieme,  and  the  Indujine  *. 

The  nature  of  all  thefe  taxes,  is,  to  afFe<R  the  poffeffions,  ineome 
and  profits  of  every  individual,  without  putting  it  in  their  power 
to  draw  them  back  in  any  way  whatever ; confequently,  fuch  taxes 
tend  very  little  towards  enhancing  the  price  of  commodities. 

Thofe  who  come  under  fuch  taxes,  do  not  always  confider  that 
their  paft  induftry,  gains,  or  advantages  of  fortune,  are  here  in^ 
tended  to  fufrer  a diminution,  in  favour  of  the  Rate  5 for  which  ouu 
going  they  have,  perhaps,  made  no  proyifion. 

When  people  of  the  lower  clafles,  inflead  of  being  fubjeffed  to 
proportional  taxes,  are  laid  under  fuch  impofitions,  there  refults  a 
great  inconvenience.  They  are  allowed  to  receive  the  whole  profit 
of  their  induftry,  which  in  the  former  chapter  we  called  their  (B), 
the  Rate  however  referving  to  itfeif  a claim  for  a part  of  it : this,  in- 
Read  of  being  paid  gradually,  as  in  a proportional  tax,  is  coliecled 
at  the  end  of  the  year,  when  they  have  made  no  provifion  for  it, 
and 'Gon.fequenfly,  they  are  put  to  diRrefs. 

Befides,  how  hard  is  it  to  deprive  them  of  the  power  of  drawing 
back  what  they  pay  ? And  how  ill  judged  to  truR  money  with  thofe 


^ The  ‘Taille  is  properly  a land-tax,  to  which  men  called  noI>le  are  not  fubjefted. 
The  reafon  of  which  is,  that  it  %vas  originally  impofed  in  lieu  of  fuch  perfonal  military 
fervices  as  were  peculiar  to  the  lower  clafles. 

The  Fourage  and  Ufrencil  are  laid  upon  all  thole  who  pay  the  tailki  and  are  in  pro- 
portion to  it.  The  firft  is  appropriated  for  the  fubfiftence  of  the  cavalry,  v/hen  they  are 
in  quarters ; the  laft  for  kettles  and  fmali  utenfils  for  the  infantry. 

The  Captation  is  the  poll-tax.  The  Dixiemes  and  Vingtiemes  have  been  already 
explained,  and  tithes  are  well  known  to  every  ene. 

The  Induftrie  is  that  impofition  arbitrarily  laid  on  by  the  Intendants  of  provinces, 
upon  all  clafles  of  induftrious  people,  in  proportion  to  their  fuppofed  profits  in  every 
branch  of  bufmefs. 
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who  are  fuppofed  -only  to  gain  an  eafy  phyfical-neceirary  ? An 
equivalent  for  procuring  the  articles  of  eafe  and  luxury,  ihould 

not  be  left  in  the  hands  of  thofe  who  are  not  permitted  to  enjoy 
them. 


Fiom  this  we  may  conclude,  i.  That  the  more  fuch  taxes  are 
proportional  to  the  fubjeft  taxed,  2.  the  more  evident  that  propor- 
tion appears ; and  3.  the  more  frequently  and  regularly  they  are 
levied,  the  more  they  will  refemble  proportional  taxes,  and  the  lefs 
burden  will  be  found  in  paying  them.  Let  me  illuftrate  this  by 
fome  examples. 

The  ftoppage  upon  a foldier’s  pay,  either  for  the  invalids,' or 
Chelfea,  is  a cumulative  tax  ; but  the  method  of  levying  it  gives 
it  all  the  advantages  of  one  of  the  proportional  kind,  y?,  It  bears 
an  exact  and  determinate  proportion  to  the  value  of  his  paw 
2d/f,  This  proportion  he  knows  perfectly.  And  3Ab,  Inftead  of 
receiving  the  whole  into  his  own  polTeffion,  and  paying  the  hofph 
tal  at  the  end  of  the  year,  it  is  regularly  and  gradually  retained 


from  him  at  every  payment. 

Tithes  are  a cumulative  tax ; but  they  are  accompanied  with  all 
the  three  requifites  to  make  them  lights-  although  in  other  re- 
fpefls  they  are  exceffively  burdenfome.  i/,  They  bear  an  exacT 
proportion  to  the  crop.  This  proportion  is  perfectly  known, 

gd/v,  Nature,  and  not  the  labourer^  makes  the  provifion.  Bur 
they  fall  upon  an  improper  ohjecT:  they  affect  the  whole  produce 
of  the  land,  and  not  the  furpliis  j which  lafl  is  the  only  fund  that 
ought  to  be  taxed. 

The  land-tax  in  Scotland  bears,  ijd,  a very  determinate  propor- 
tion to  the  valuation  of  the  land^  and  has-,  2d/}',  the  advantas'e  of 


being  well  known  to  every  contributor ; fo  that  provifion  may  eafily 
be  made  for  it.  But  the  third  requifite  is  wanting  : the  proprietor 
having  the  public  money  in  his  hands,  often  applies  it  to  private 
purpofes  ; and  when  the  demand  is  made  upon  him,  he  is  put  to 
diitrefs. 


VOL.  11. 


■S  f f 


The 


498  AN  INQUIRY  INTO  THE  PRINCIPLES  Book V. 

The  taille,  in  many  provinces  of  France,  bears,  firR,  a very  exadf 
proportion  to  the  value  of  the  land 

But  in  the  fecond  place,  the  proportion  is  entirely  unknown  to 
the  man  who  pays  it ; being  nowhere  to  be  feen  but  in  the  offices 
of  the  intendant  and  his  deputies. 

And  in  the  laft  place,  the  whole  payment  comes  at  once. 

What  hides,  and  confequently  dellroys  this  proportion,  is,  that 
after  the  diilribution  is  laid  on,  as  in  Scotland,  at  fo  many  fliillings 
in  the  pound  of  valuation,  the  full  fum  intended  to  be  raifed  does 
not  come  in  ; either  becaufe  the  intCndant  has  given  exemptions  to 
certain  parifhes,  on  account  of  the  accidents  of  llerility,  hail,  mor- 
tality among  the  cattle,  and  the  like  ; or  becaufe  the  property  of  a 
part  of  the  parilh  has  fallen  into  the  hands  of  people  exempted 
from  the  taille  ; or  that  others,  who  were  really  bound  to  pay  part 
of  it,  are  become  infolvent.  The  intendant  mull  then  make  a 
fecond,  and  perhaps  a third  general  diilribution  of  the  deficiency 
upon  all  the  contributors,  in  the  mofl  exact  proportion  to  the  firfl, 
but  yet  by  their  nature  irapoffible  to  be  forefeen.  It  is  for  thefe 
reafons  chiefly  that  the  taille  in  that  kingdom  is  fo  grievous. 

Theffi  fecond  diftributions  of  the  tax,  deflroy  the  proportion 
between  the  tax  and  the  revenue  taxed.  2dlj',  They  make  it  im- 
poffible  to  judge  of  the  amount  of  them.  And  lafdy,  the  demand 
comes  at  once,  when,  perhaps,  the  money  has  been  otherwife  ap- 
plied. 

The  French  tax  upon  induflry  is  more  grievous  flili ; becaufe 
none  of  the  three  requifites  above-mentioned  are  allowed  to 
operate. 

This  tax  is  fuppofed  to  be  proportional  to  the  profits  made  upon 
tiaae,  and  other  branches  of  induflry,  not  having  the  land  for 


This  fort  of  taille  is  called  tariffie'-, 
of  the.land.  It  is  a late  improvement; 
ences,  which  are  mentioned  in  the  text. 


becaufe  it  is  impofed  according  to  a valuation 
but  ftill  is  expoftd  to  numberlefs  inconveni- 
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tlieir  object.  All  merchants  and  tradefmen,  in  cities,  and  in  the 
^rountry,  pay  the  tax  called  Indujirie ; and  the  reafon  given  for  elta- 
blHhing  this  tax,  as  I have  faid  in  another  place,  is  in  order  to 
make  every  individual  in  the  Hate  contribute  to  the  expence  of  it, 
in  proportion  to  the  advantages  he  reaps.  Nothing  would  be  more 
juft,  could  it  be  put  in  execution,  without  doing  more  hurt  to  the 
ftate,  than  the  revenue  drawn  from  it  can  do  good. 

I fhall  now  fhew  how,  in  this  tax,  ail  the  three  requiiites  we 
have  mentioned  are  wanting. 

imo,  By  its  nature,  it  can  bear  no  exacft  proportion  to  the  profits 
of  the  induftrious  man  ; fince  nobody  but  the  perfon  taxed  can  fo 
much  as  gtiefs  at  their  extent. 

ido.  It  cannot  poflibly  be  provided  for,  as  no  check  can  be  put 
upon  the  impofer,  unlefs  fo  far  as  general  rules  are  laid  down  for 
each  clafs  of  the  induftrious  *,  and  from  thefe  again  other  incon- 
veniences flow,  as  ftiall  be  obferved. 

3/w,  It  comes  at  once  upon  poor  people,  who  have  been  fre- 
quently forced  to  beg  for  want  of  employment  before  the  tax- 
satherer  could  make  his  demand ; and  thofe  who  remain,  fre- 

O'. 

quently  become  beggars  before  they  can  comply  with  it. 

I fay,  that  from  the  general  rules  laid  down  for  regulating  this 
tax,  as  to  every  clafs,  a workman  who  has  a large  family  to  main- 
tain, is  no  lefs  taxed  than  one  who  has  no  charge  but  himfelf : and 
it  will  be  allowed,  I believe,  that  the  profits  of  one  induftrious 
perfon  of  the  lower  claifes,  is  in  no  country  fufiicient  to  pay  any 
confiderable  tax,  and  maintain  a large  family,  much  lefs  a fickly 
one.  I therefore  imagine,  that  cumulative  taxes  never  fliould  be 
raifed  upon  fuch  claffes  of  inhabitants  as  have  no  income  but  their 
perfonal  induftry,  which  is  fo  frequently  precarious. 

Merchants  alfo  ought  not  to  be  fubjecfted  to  any  tax  upon  their 
induftry.  They  ought  to  be  allowed  to  accumulate  riches  as  faft 
as  they  can  ; becaufe  they  employ  them  for  the  advancement  of 
induftry ; and  every  deduction  from  their  profits  is  a diminution 
upon  that  fo  ufefur  fund. 


S f f 2 
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When  cumulative  taxes  are  laid  upon  any  of  the  induftrious 
daires,*they  tend  to  check  growing  wealth  ; and  are  moft  fami- 
liarly impofed  in  monarchical  Rates,  where  riches  are  apt"  to  excite 
fealoufy,  as  has  been  obferved. 

But  as  to  the  clafs  of  land  proprietors,  that  is  to  fay,  the  more 
wealthy  inhabitants,  who  live  upon  a revenue  already  made,  the 
impropriety  of  cumulative  taxes  is  much  lefs.  They  are  however 
burdenfome,  and  difagreeable  in  all  cafes,  and  ought  to  be  dif- 
penfed  with,  when  the  neceffary  fupplies  can  be  made  out  by  pro- 
portional taxes,  v/ithout  raifing  the  prices  9f  labour  too  high  for 
the  profperity  of  foreign  trade. 

From  the  examples  I have  given  of  this  branch  of  taxation,  I 
hope  the  nature  of  it  m^ay  be  fully  underftood,  and  that  for  the 
future  no  inconvenience  will  arife  from  my  employing  the  term 
of  cu7nulatwe  tax.  I Riall  nov7  fubjoin  its  definition.  - 

A cumulative  tax,  is  the  accumulation  of  that  return-  vohich  every  indi- 
vidual, voho  enjoys  any  fuperflmty,  ovues  daily  to  the  fate,  for  the  advantages 
he  receives  vy  living  in  the  fociety.  As  this  uefinition  would  not  have 
been  underftood  at  fetting  out,  I thought  it  propef,  £rR,  to  explain 
the  nature  of  the  thing  to  be  defined. 


C H' A P.  V. 

0/  the  Inconveniences  vohich  proceed  from  proportional  T^axes.y, 
and  of  the  Methods  of  removing  them. 

PROPOPcTIONAL  tax,  as  I have  faid,  is  that  which  is- 
levied  upon  the’  idle  confumer,  at  the  time  he  buys  the 
commodity  ; and  while,-  by  confuraing  it,  the  balance  of  wealth, 
is  turning  againft  him,  in  favour  of  the  feller.  This  tax  is  confo- 
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lidated  as  it  were  with  the  price  of  the  commodity,  and  mull  of 
neceffity  raife  it. 

I fay,  it  is  levied  at  the  time  of  buying,  and  affedls  the  buyer, 
in  confequence  of  his  confumption  ; becaufe  we  have  feen,  that 
when  the  commodity  is  not  confumed  by  the  purchafer,  then  upon 
a fubfequent  alienation  he  is  refunded  all  he  paid.  I confider 
him  therefore,  in  that  cafe,  not  as  faying,  but  as  advancing  it  for 
another;  and  while  any  part  of  the  commodity  remains  uncon- 
fumed,  there  ft  ill  remains  the  equivalent  of  a proportional  part 
of  the  ta:s  in  the  hand's  of  him  who  advanced  it. 

I fliali  now  proceed,  as  in  the  former  chapter,  by  giving  fome 
examples  of  fuch  impofttions  ; and  in  examining  them,  endeavour 
to  ihew  their  nature  and  confequences. 

The  moft  familiar  to  an  Engliftiman  are,  excifes,  cufloms,  malt-- 
tax,  Ji amp-duties,  and  the  like. 

To  a Frenchman  the  gahellepttiQ,  trainee,  the  aides,  tobacco,  &c.  * 

In  all  kinds  of  this  impofition  we  find,  the  tax  regularly  reim- 

burfed 

^ gabdle  is  a branch  of  the  general  farms,  and  confifls  of  an  excife  upon  fait. 
The  manufaflure  of  the  commodity  is  in  the  hands  of  the  farmers ; and  they,  for  a 
Kberty  to  fell  fait  at  a certain  price,  far  above  the  expence  of  the  manufafture,  pay  to 
the  Kina;  an  annual  revenue  of  28  millions  of  livres. 

This  I call  a proportional  tax,  relatively  to  confumers  ; although  in  reality  no  taar- 
gatherers  are  employed  for  the  colledbon  of  it,,  contrary  to  what  is  the  cafe  of  all  ex- 
cifes  ; which  are  never  farmal  by  government  to  the  manufafturers  of  the  commodity 
taxed. 

The  iraities,  or,  as  they,  are  otherwife  called,  the  five  great  farms,  were  eftablilhed 
by  Colbert,  when  he  took  away  a multitude  of  cufloms  paid  upon  the  tranfportatioH 
of  goods  from  one  province  to  another.  They  anfwer  very  much  to  our  cuftoms,  or 
to  the  duties  of  tannage  and  poundage,  and  are  let  to  the  farmers  general  for  the  fum 
©f  1 2 millions. 

The  tobacco  is  of  the  fame  nature  with  the  fait  tax.  The  farmers  general  have  the 
exclufive  privilege  of  felling  it  at  a price  fixed  by  the  King,. 

For  the  farm  of  the  tobacco  is  paid  15  millions.. 
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burfed  from  hand  to  hand  ; it  adheres  fo  clofely  to  tlie  commodity, 
that  it  becomes  as  eilentially  a pait  of  the  value,  3.S.  carnage,  pack- 
ing, and  the  like  incident  charges,  enter  into  the  prices  of  goods. 
It  never  can  affedt  the  induftrious  perfon  who  does  not  confume  ; 
and  never  can  be  avoided  by  him  who  does.  Such  taxes  therefore 
necelTariiy  raife  the  price  of  the  commodity  taxed. 

Having  already  pointed  out  the  principal  advantages  of  propor- 
tional taxes,  which  is  to  throw  the  whole  of  the  burden  upon  the 
rich,  whom  we  have  called  the  idle  confumers,  the  better  to  diftin- 
guifh  them  from  the  opulent  clafs  of  the  induftrious ; I muft  now 
enumerate  the  principal  inconveniences  complained  of,  from  this 
mode  of  taxation,  and  trace  out  the  principles  from  which  they 
may  be  afcertained  and  removed. 

The  principal  inconveniences  alledged  againft  proportional  taxes 
may  be  reduced  to  three  : 

imo.  That  they  have  the  effed  of  raifmg  the  price  of  labour,  and 
-the  produce  of  induftry,  and  thereby  prove  hurtful  to  the  profpe- 
rity  of  foreign  trade. 

. Q.do,  That  they  difcourage  confumption,  by  carrying  the  prices 
pi  many  things  too  high  for  people  of  a middling  rank  in  life. 

pio,  That  they  are  both  expenfive  in  the  colledion,  and  oppref- 

Uve,  from  the  many  reftridions  put  upon  hberty,  in  order  to  pre- 
vent frauds. 

In  analyzing  every  one  of  thefe  inconveniences,  it  will  be  proper 
to  inquire,  how  far  the  conclufions  againft  thofe  taxes  are  drawn 
from  matter  of  fact ; hov/  far  from  plauftble  appearances  only  j 

The  aides  refemble  our  excifes  more  than  thofe  we  have  mentioned.  They  confift 
in  duties  upon  liquors,  either  brought  into  towns,  or  fold  by  retail  in  public  houfes^ 
and  upon  all  articles  of  food  fold  in  corporations,  except  grain  of  every  kind,  which 
ia  frcv,.  They  comprehend  alfo  a multitude  of  other  duties  fuperfluous  to  enumerate. 
-Th^y  are  colLfted  by  tax-gatherers  at  the  gates  of  every  town,  who  alfo  have  accefs 
public  houfes,  where  retail  is  laid  under  additional  rates,  The  aides  are  farmed 
at  38  600  coo  livres.^  Thefe  were  the  rates  in  the  farms  let  in  1755.  They  have 
been  fince  augmented  in  1762,  as  has  been  obferved. 


and 
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and  fo  far  as  they  are  real,  not  imaginary,  to  difcover  the  methods 
of  removing  them. 

As  the  firft  inconvenience  lies  in  railing  the  price  of  all  kinds  of 
labour,  and  confequently  of  manufadlures,  I mull  diftinguifli  be- 
tween the  confequence  of  railing  prices  at  home,  and  of  raifing 
them  upon  articles  of  exportation;  and  I mull  conlider  the  one 
and  the  other  relatively  to  the  colleclive  body  of  a Hate,  and  not  to 


fome  few  individuals  in  it. 


High  prices  at  home  are  no  difcouragement  to  the  indullrious, 
moll  certainly,  however  difagreeable  they  may  prove  to  confumers  ; 
and  while  they  Hand  high,  it  is  a proof  that  the  demand  of  the 


confumers  does  not  diminilh. 

High  prices  upon  goods  to  be  exported,  are  to  be  judged  of  by 
the  proportion  they  bear  to  thofe  in  other  countries. 

Now  the  price  of  a manufaclurer’s  wages  is  not  regulated  by 
the  price  of  his  fubfillence,  but  by  the  price  at  which  his  manu- 
fadure  fells  in  the  m^arket.  Could  a weaver,  for  example,  live 
upon  the  air,  he  would  Hill  fell  his  day’s  work  according  to  the 
value  of  the  manufacture  produced  by  it,  when  brought  to  mar- 
ket. As  long  as  he  can  prevent  the  eiFetits  of  the  competition  of 
his  neighbours,  he  will  carry  the  price  of  his  work  as  high  as  is 
confillent  with  the  profits  of  the  merchant,  who  buys  it  from  him 
in  order  to  bring  it  to  market ; and  this  he  will  continue  to  do, 
until  the  rate  of  the  market  is  brought  down. 

It  is  therefore  the  rate  of  the  marker  for  labour  and  manufac- 
tures, and  not  the  pric@  of  fubfillence,  which  determines  the 
ftandard  of  wages.  Were  proportional  taxes  to  raife  the  price  of 
fubfillence,  and  by  that  circumftance  to  difcourage  manufadlures, 
we  Ihould  fee  the  generality  of  workmen  living  with  fobriety, 
depriving  themfelves  of  fuperfliiity,  confining  tliemfelves  to  the 


plain  but  fufficient  phyfical-neceirary,  working  wutli  a.11  the  affi- 


duity  that  a man  can  fupport, 
ket  at  the  ordinary  rates. 


and  Hill  not  able  to  fupply  the  mar- 


Whcn 


J04  AN’  inquiry  INTO  THE' PRINCIPLES  Book  V. 

thr  work  of  manufacturers,  who  live 

n n\V  live  upon  their  wages,  finds  a .eaciy  marker,  tins  cucum- 
f aace  ^lone  proves  beyond  all  difpute,  that  fubfiftence  in  that 
cotintiy  is  not  too  dear,  at  leaft  in  proportion  to  the  market  prices 
It  home ; and  if  taxes  on  confumption  have,  in  fac^,  raifed  the 
^ see  of'neceffaries,  beyond  the  former  ftandard,  this  rife  cannot, 
fn  facT:,  dilcourage  induftry : it  may  difeourage  idlenefs  ; and  idle- 
ilefs  will  not  be  totally  rooted  out,  until  people  be  forced,  in  one 
way  or  other,  to  give  up  both  fuperfluity  and  days  of  recreation. 

people  are  very  apt  to  draw  conclufions  from  what  they  thime 
ought  to  be,  according  to  the  particular  combinations  they  form 
to  themfeives  ; and  for  this  reafon  it  is  generally  thought,  becaufe 
taxes  are  higher  in  England  than  in  fome  other  countries,  that 
foreign  trade  Ihould  therefore  be  hurt  by  them.  But  the  fioth  and 
idlenefs  of  man,  and  the  v/ant  of  ambition  in  the  lower  clafies  to 
improve  their  circumflances,  tends  more,  I fufpect,  to  circum- 

feribe  the  productions  of  induftry,  and  thus  to  raife  their  pi  ice, 
_ ^ Utc  Kppd  hitherto  imnofed  in 


ban  any  tax  upoi 


that  kingdom. 

The  whole  of  this  doctrine  is  proved  oy  expeiience,  and  is  con- 
firmed by  our  natural  feelings.  Many  have  been  amazed  to  fee  how 
TAmll  the  manufacturing  clafifes  live  in  years  of  fcarcity,  which 
frequently  have  the  effect  of  doubling  the  price  of  the  moft  necef- 
farv  articles  of  fubfiftence.  Ai^- they  not  found,  in  bad  veais, 
more  afiiduous  in  their  labour  ? <.Do  they  then  frequent  ale-homes, 
as  in  the  years  of  plenty  ? Are  they  found  idle  one  half  of  the 
iveek  ? Why  fhould  a tax  laid  on  by  the  hand  of  nature  prove 
fuch  a fpur  to  induftry  ; and  another,  fimilar  to  it  in  its  effeCt,  laid 
on  by  the  hand  of  man,  produce  fuch  hurtful  confequences  [ 
Were  a tract  of  bad  years,  I dare  not  fay  an  increafe  of  taxes,  to 
continue  long  enough  to  bring  manufacturers  to  a habit  of  fo- 
briety  and  application,  a return  of  plenty,  and  low  prices,  would 
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throw  into  their  coffers,  what  many  of  them  diflipate  in  riot  and 
prodigality. 

Even  this  conclufion  will  be  too  general,  if  every  combination  be 
taken  in.  Manufacturers  there  are,  who  work  hard,  and  live  fo- 
berly  fix  days  of  the  week,  and  who  at  the  end  find  little  fuper- 
fluity,  notwithflanding  the  high  price  of  labour.  Alas  ! they 
have  many  mouths  to  feed,  and  only  two  hands  to  fupply  the  ne- 
ceffaries.  This  is  the  fatal  competition  fo  much  infifled  on  in  the 
firfl  book,  and  by  which  a door  is  opened  to  great  diftrefs.  Either 
the  unmarried  gain  what  the  .married  fhould,  and  become  extra- 
vagant, or  the  married  gain  no  more  than  the  unmarried  can  do, 
and  become  miferable. 

The  average  between  the  two  ought  to  determine  the  rate  of 
wages  in  every  modern  fociety. 

The  remedies  for  this  unequal  competition,  flowing  from  the 
happy  liberty  we  enjoy,  have  been  confidered  in  another  place. 

The  inconvenience  here  under  examination  will  not  be  removed 
by  an  abolition  of  taxes  ; nor  will  it  increafe  by  the  augmentation 
of  them,  as  long  as  manufaclurers,  upon  an  average,  enjoy  fu- 
perfluity  and  idle  days. 

Under  thefe  circumftances  I conclude,  that  if  foreign  trade 
fuffers  by  the  high  prices  of  commodities  in  our  markets,  the 
vice  does  not  proceed  from  our  taxes,  but  from  our  domeftic 
luxury,  which  fwells  demand  at  home.  Were  \ve  lefs  luxurious, 
and  more  frugal  in  our  management  in  general,  all  clafles  of  the 
induftrious,  from  the  retailer  down  to  the  loweft  manufacturer, 
would  be  fatisfied  with  more  moderate  profits.  Let  not,  there- 
fore, a flatefman  regulate  his  conduCf  upon  fuppofitions,  nor 
conclude  any  thing  from  theory,  nor  from  arguments  a priori, 
drawn  from  the  fuppofed  effeCls  of  taxes  ; bat  let  him  have  re- 
courfe  to  information  and  experience  concerning  the  real  ftate  of 
the  matter. 


Let  him  inquire  what  are  the  prices  abroad  ; wliat  are  the  prices 

at  home  ; how  thofe  who  work  in  exportable  commodities  live ; 

^ what 
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what  fuperfluities  they  enjoy  j and  what  days  of  idlenefs  they  in- 
dulge  in. 

If  he  finds  that  goods  are  not  exported,  becaufe  of  high  prices, 
while  manufacturers  are  enjoying  fuperfluity,  and  indulging  them- 
felves  in  idlenefs,  let  him  multiply  liands,  and  he  will  reduce 
them  aU  to  their  phyfical-neceflary  j and  by  thus  augmenting  the 
fiipply,  he  will  alfo.  reduce  the  prices  in  his  markets  at  home. 

If  he  wants  to  reduce  prices  Hill  lower,  in  favour  of  exportation, 
but  finds  that  he  has  occafion  for  the  amount  of  certain  taxes, 
which  enhance  the  value  of  this  phyfical-neceiTary,  to  which  he 
has  reduced  his  indufirious  claffes,  then  let  him  grant  a bounty 
upon  the  quantity  exported,  more  than  equivalent  to  all  the  taxes 
paid  by  thofe  who  provide  it  j and  let  the  people  at  home  continue  to> 
pay  dearer  than  llrangers,  in  favour  of  the  ftate.  If  you  only  want 
to  promote  exportation  by  lowering  prices,  there  will  be  no  occa- 
sion to  lower  them  univerfally,  any  more  than  there  is  occafion  to 
put  a large  plaifter  over  the  whole  body,  to  cure  a fmali  pimple  on 
a particular  part  of  it. 

I have  faid,  that  v*drile  the  rate  of  the  market  remains  the  fame,, 
lo  will  the  prices  of  every  part  of  labour  and  indufcry,  which 
enters  into  the  compofition  of  the  thing  brought  to  market.  This; 
IS  confiilent  with  reafon,  and  experience  proves  the  truth  of  it 
becaufe  we  do  not  fee  wages  fluctuate  with  the  price  of  living.  If 
iuey  do  not  fluctuate  in  that  proportion,  how  can  we  conclude  that 
a rue  in  the  price  of  fubfiftence,  occafioned  by  taxes,  fhould  raife 
wages  more  than  when  the  price  is  raifed  by  a natural  fcarcity.  It 
may  be  anfwered,  that  the  impofition  of  a tax  gives  a general 
^iarm , the  effect  it  mull  have  upon  prices  is  immediately  felt  5 
•^na  manufacturers  then  infift  upon  an  augmentation : whereas, 
when  iicttUiC  either  produces  the  fame,  or  even  a greater  effedi:,. 
people  fubmit  to  what  they  think  comes  from  the  hand  of  God, 
an  content  themfelves  with  the  hopes  of  better  times.  I fliall 
a low  this  argument  all  its  force.  But  I muft  obferve,  that  when 
^Banufadurers  can  thus  capitulate  with  tlieir  employers,  and  infift 
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upon  an  augmentation  of  their  v/ages,  the  demand  of  the  market 
muft  be  greater  than  the  fijpply  from  their  work.  This  is  the  cir- 
cumftance  which  raifes  the  price  of  labour.  Let  the  demand  of 
the  market  fall,  the  prices  of  labour  will  fall,  in  fpite  of  all  the 
reafons  which  ought  naturally  to  make  them  rife.  The  workmen 
will  then  enter  into  a hurtful  competition,  and  ftarve  one  another, 
as  has  been  often  obferved.  Let  the  demand  of  the  market  rife, 
manufadlurers  may  raife  their  wages  in  proportion  to  the  rife  of 
the  market ; they  may,  in  the  cheapeft  years,  enjoy  the  higheft 
wages  ; drink  one  half  of  the  week,  and  laugh  at  their  employer, 
when  he  expects  they  Iliould  work  for  lefs,  in  order  to  iwell  his 
profits  in  the  riling  market. 

I have  endeavoured  to  throw  this  queftion  into  different  fhapes, 
the  better  to  apply  different  principles  to  it ; and  upon  the  whole, 
I muft  determine  that  proportional  taxes  will, 

imo.  Undoubtedly  raife  the  price  of  every  commodity  upon 
which  they  are  properly  and  immediately  impofed  ; and  if  they 
be  laid  upon  bread,  and  other  articles  of  noiirifhment,  they  will 
diredtly  raife  the  price  of  thefe  articles  in  proportion  ; but  the 
price  of  labour  will  be  raifed  confequentially  only,  and  according 
to  circumftances. 

That  if  taxes  be  laid  upon  the  day’s  labour  of  a man,  they  will 
raife  the  price  of  that  day’s  labour.  What  I mean  by  this,  is,  that 
if  every  one  who  employs  a man  for  a day,  were  obliged  to  pay 
a penny  to  the  ftate,  for  a permiflion  to  employ  him,  the  employer 
would  charge  a penny  more  at  leaft  upon  the  day’s  work  performed 
by  the  labourer.  Were  a tax  equivalent  to  it  laid  on  the  labourer 
by  the  year,  it  would  be  of  a cumulative  and  arbitrary  nature, 
and  would  not  raife  the  price  of  his  wages  in  proportion ; but 
were  it  laid  upon  the  workman  at  a penny  a day,  and  levied  daily, 
in  this  cafe,  he  might  raife  his  wages  in  proportion.  But  this  is 
not  the  practice  any  where. 

ido^  The  price  of  fubfiftence,  whether  it  be  influenced  or  not  by 
the  impofition  of  taxes,  does  not  determine  the  price  of  labour. 
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This  is  regulated  by  the  demand  for  the  work,  and  the  competition 
among  the  workmen  to  be  employed  in  producing  it. 

If  w^ages  rife  beyond  the  phyficahnecellary  of  the  work- 
man, they  may  be  brought  down  by  multiplying  hands,  but  never 
by  lowering  the  price  of  neceffaries  ; becaufe  every  man  will 
make  a profit  of  the  low  price,  but  will  regulate  his  gain  by  the 
rate  of  demand  for  his  labour. 

^to,  If,  therefore,  the  price  of  his  phyfical-neceffary  be  raifed 
vpon  him  by  the  effect  of  taxes,  he  muft  work  the  harder  to  make 
it  up. 

y/a,  If  hands  mcreafe,  after  he  is  reduced  to  his  phylical-necef- 
fary,  the  whole  clafs  of  the  manufacturers  will  be  forced  to 
Rarve, 

6/0,  The  increafe  of  hands  means  no  more  than  the  augmenta- 
tion of  the  quantity  of  work  produced.  If,  therefore,  the  fame 
hands  work  more  than  formerly,  it  is  the  fame  thing  as  if  their 
numbers  were  increafed. 

From  thcfe  pofitions  it  feems  to  refult,  that  whenever  it  is  found 
that  manufaffurers  enjoy  wages  more  than  in  proportion  to  their 
phyfical-neceffary  through  the  year,  reckoned  upon  the  general 
average  of  married  men  and  batchelors,  the  method  of  reducing 
them  to  the  proper  ftandard,  is  either  to  multiply  hands,  if  you 
want  to  reduce  prices  in  your  own  market,  or  to  augment  the 
price  of  their  phylical-neceffary,  if  you  incline  they  fhould  remain 
the  fame.  When  the  hands  employed  are  really  diligent,  and 
prices  ftill  too  high,  then  it  may  be  expedient  to  dncreafe  their 
numbers,  providing  they  enjoy  confidcrable  profits.  This  will  cut 

them  on,  and  reduce  the  price  of  commodities  j becaufe  it  will 
augment  the  fupply. 

When  the  hands  employed  are  not  diligent,  the  firft  expedient  is 
to  raife  the  pi  ice  of  their  fubfiftence,  by  taxing  it.  By  this  you 
i.ever  will  raife  their  wages,  until  the  market  can  afford  to  give  a 
better  pi  ice  for  their  work.  If,  when  they  are  brought  to  be  fully 
employed,  you  incline  to  fink  the  price  of  labour  univerfaily,  you 
^ niiift 
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nmft  take  off  fome  of  the  impofitions  which  affeft  fubfiftence,  and 
at  the  fame  time  gradually  throw  in  frefh  hands,  in  order  to  pro- 
mote competition,  which  alone  will  force  them  to  lower  their 
prices  in  proportion.  The  whole  delicacy  of  this  operation  is  to 
prevent  competition  from  taking  place  after  the  induftrious  are  re- 
duced to  moderate  profits  ; and  to  promote  competition,  or  to  raife 
the  price  of  their  fubfiftence,  until  they  be  brought  to  the  proper 
ilandard.  Having  infilled  fo  fully  upon  thefe  principles  in  the 
xviiith  chapter  of  the  fecond  book,  I here  refer  to  it. 

1 have  faid,  that  the  price  of  work  is  not  regulated  by  the  price 
of  fubfiftence,  but  by  the  price  of  the  market  for  the  work.  Now 
I fay,  that  the  price  of  the  market  may  in  a great  meafure  be  in- 
fluenced by  the  price  of  fubfiftence.  This  is  a new  combination. 

The  firft  propofition  is  undeniable.  The  price  of  the  market  at 
all  times  regulates  the  price  of  work  ; becaufe  it  regularly  makes  it 
fluctuate,  in  proportion  to  its  own  flufluations.  The  price,  again, 
of  fubfiftence  only  itifluences  it  j becaufe  two  circumftances  may 
deftroy  that  influence.  A high  demand  for  work  will  raife  the: 
price  of  wages  in  years  of  plenty : a low  demand  will  fink  the 
price  of  wages  in  years  of  fcarcity.  Yfhen  therefore  it  is  faid,, 
that  the  price  of  fubfiftence  influences  the  rate  of  markets,  we  only: 
mean,  that  the  average  price  of  fubfiftence,  when  good  and  bad 
years  are  taken  together,,  have  a certain  influence  in  regulating' 
prices.  But  this  average  price  of  fubfiftence  cannot  every  wdiere 
regulate  the  value  of  work,  as  the  average  price  of  a Blip’s  cargo 
can  regulate  the  price  of  every  part  of  it  j becaufe  the  variations 
there  are  at  too  great  a diftance  of  time,  to  be  able  to  compenfate 
one  another  with  refpedl  to  all  the  manufacturing  clalTes  of  a. 
people. 

Could  a plan  be  concerted,  either  to  preferve  the  price  of  grain 
at  one  uniform  ftandard,  or  within  the  limits  of  or  perhaps  20’ 
fer  cent,  at  all  times  ; and  Avere  this  to  be  esecuted  by  the  afliftance 
of  a tax  at  one  time,  and  a bounty  as  it  were  at  another  5 it  tvould 

certainly  have  an  admira.ble  effect  in  every  induftrious  nation.  It 

would 
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would  in  a.  manner  take  away  tne  difFerence  between  good  and  bad 
vears.  The  indufcrious  finding  themfelves  fubfifced  at  all  times 
nearly  at  the  fame  expence,  \voiild  not  feel  thofe  alternate  motives 
to  be  idle  and  extravagant  at  one  time,  amd  diligent  and  fober  at 
another. 

I have  enlarged  fo  much  upon  the  nature  of  this  firfi;  inconve- 
nience proceeding  from  proportional  taxes,  that  I have  left  myfelf 
very  little  to  fay  as  to  the  fecond,  which  is, 

^do,  That  they  difcourage  confumption,  by  raifing  prices  too  high 
for  people  of  a middling  rank  in  life. 

In  anfwxr  to  this,  I mull  obferve,  that  all  the  amount  of  propor- 
tional taxes  is  refunded  to  the  indufirious  confumer,  fo  far  as  they 
are  raifed  on  articles  necejfary  for  his  fubfiftence ; and  when  he  is 
either  idle,  or  confumes  a fuperfluity,  he  is  clafled  along  with  the 
idle  and  rich.  Now  if  the  rate  of  market  prices  be  high,  relatively 
to  the  income  of  certain  individuals,  it  can  only  be  becaufe  the 
fltpply  of  the  things  they  want  to  confume  is  not  above  the  propor- 
tion of  the  demand  of  thofe  who  are  richer. 

If,  therefore,  the  rate  of  the  market  affords  fuch  profits  to  ma- 
nufadurers  as  to  render  them  idle  and  luxurious,  how  can  the 
augmentation  of  thefe  profits,  by  the  abolition  of  taxes,  and  confe- 
quent  diminution  of  the  price  of  fubfiftence,  ever  diminifh  the 
competition  of  the  rich,  unlefs  the  fupply  be  augmented  i 
But  if  the  high  prices  of  our  own  markets  cut  off  the  demand  of 
ftrangers,  then  every  principle  laid  down  in  the  loth  and  i8th  chap- 
ters of  the  fecond  book,  muft  be  applied  to  bring  them  down:  and 
fo  far  as  taxes,  which  are  impofed  either  to  fupply  the  exigencies 
of  the  ftate,  or  to  cut  off  confolidated  profits,  enjoyed  by  manufac- 
turers in  confequence  of  our  own  extravagance,  have  contributed 
eitner  to  raife  them,  or  to  fupport  them,  when  raifed,  above  the 
foi  eign  ftandard,  a full  equivalent,  in  the  way  of  bounty,  muft  be 
given  for  them,  in  order  to  bring  the  exportation  price  of  goods 
below^  the  level  of  foreign  competition. 
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I come  now  to  the  laft  inconvenience  alleged  againft  proportional 
taxes,  to  wit,  the  expence  of  collecting  them,  and  the  oppreffion 
which  is  a confequence  of  the  many  reiiriclions  laid  upon  liberty, 
in  order  to  prevent  frauds. 

As  to  the  expence  of  collection,  it  is  entirely  in  proportion  to  the 
difpofition  of  the  people  to  defraud  the  public. 

In  France,  the  collecting  the  branches  of  cumulative  taxes,  fuch 
as  the  general  receipts,  comprehending  the  taille,  poll-tax,  &c. 
eofts  the  ftate  no  lefs  than  lo  per  cent,  or  two  fols  in  the  livre,  which: 
is  fuperadded  to  tliofe  impofitions,  in  order  to  defray  that  expence. 
Whereas  in  England  the  expence  of  collecting  the  excife,  admini- 
flred  by  eommiffioners,  who  act  for  the  public,  not  by  farmers  who 
acf  for  themfelves,  does  not  coll  above  5/.  la  n 6 d.  in  the  100/. 

This  matter  of  faff  is  fufficient  to  prove,  that  excifes,  when  under 
a proper  adminitlration,  are  not  fo  very  expenfive  in  the  collection 
as  is  generally  imagined  % and  they  would  Hill  be  attended  wnth 
lefs  expence,  were  fome  proper  alterations  made  in  the  prefent  me- 
, thod  of  impoiing  them.  This  will  appear  as  we  go  along. 

The  opprejjion  of  iev}dng  excifes  does  not,  in  any  proportion,  fo 
much  aifeff  thofe  who  really  pay  them,  as  thofe  who  only  advance 
them  for  the  confumers. 

This  diftinffion  which  y/e  have  already  made,,  wdll  appear  well 
founded,  upon  examining  the  complaints  which  are  commonly 
made  againft  the  collecfors  of  this  duty. 

We  have  feen  that  in  the  taxes  upon  fait  and  tobacco  in  France, 
there  are  no  duties  coliecfed  upon  the  people  ; the  farmers  of  the 
fait  have  all  the  fait  marllies  and  fait  pits  afugned  to  them  by  the 
King;  nu  perfon,  not  privileged,  is  allowed  to  make  fait  for  the 
confumption  of  thofe  provinces  which  are  fubjeefed  to  the  Gabelie. 

In  like  manner  the  diftribution  and  fale  of  tobacco  is  excluiively 
m the  hands  of  the  farmers  : they  buy  it  either  from  Great  13 ritain, 
or  from  the  Dutch  at  fecond  hand;  they  maniifacfure  it  themfelves, 
and  fell  it  over  all  France,  at  the  price  fet  upon  it  by  the  King;  and 
we  faw,  that  during  the  laft  war,  they  paid  thirty  millions  down 
for  a permiftion  to  raife  the  price  of  it  10  per  cent,  during  ten  years. 
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This  price  fixed  upon  the  fale  of  tobacco,  anfwers  exadly  to  what 
kLw  under  the  natne  of  affize,  which  ^tght  conftantly  to 
attend  all  excifes  ♦:  for  want  of  obfervmg  exactly  that  regulation, 
the  publicans  and  viauallers  in  England  raifed  the  price  of  their 
ftrong  beer  one  halfpenny  per  quart,  in  confequence  of  an  addi- 
tional duty  of  three  fhillings  per  barrel  impofed  anno  1761,  which 

is  at  the  rate  only  of  one  farthing /irr  quart  f. 

When  the  fale  of  an  excifeable  commodity  is  veiled  in  a com- 
pany who  manufadure  it,  by  exclufive  privilege,  the  whole  oppref- 
fion  of  collection  is  avoided ; becaufe  the  company  itfelf  then  pays 
the  duty,  and  they  draw  their  reimburfement  from  proportisnal 
profits  on  the  fale  of  the  goods. 

This  is  the  greatell  advantage  of  the  farm  above  the  public  ma- 


nagement of  a tax. 

* When  excifes  are  impofed  upon  any  commodity,  it  is  contrary  to  all  principles  in 
fixing  the  affize,  not  to  fuperadd  the  whole  duty  impofed  to  the  former  felling  price. 
This  however  is  fometimes  omitted,  with  an  intention  to  make  part  of  the  duty  fall 
upon  the  manufacturer,  to  the  eafe  of  the  fubjed.  The  confequences  are, 

imo.  The  manufadurers  blow  up  the  fpirit  of  the  people  againfl  the  tax,  who  never 
would  think  of  making  an  outcry,  were  they  not  excited  to  it  by  the  inrerefted  motives  of 
the  manufadurers.  Were  high  profits  allowed  on  impofing  the  tax,  manufacturers  would 
be  quiet : and  if  the  profits  were  afterwards  found  to  be  too  high,  it  would  then  be  a 
popular  meafure  to  reduce  the  felling  price,  and  alfo  a meins  of  fetting  people  on  the 
fide  of  government,  againfl;  the  manufadurers,  who  are  their  real  tax-gatherers. 

zdo^  It  is  impoffible  to  compafs  the  end  propofed,  A proport  onal  tax,  nghtly 
impofed,  mufl;  be  drawm  back  and  all  attempts  to  prevent  it,  only  occafion  a^multi- 
plication  of  frauds,  and  a bad  manufadure. 

In  fixing  affixes  upon  the  manufadfure  of  goods,  which  in  different  years  vary  m 
their  price,  regard  flhould  be  had  to  fuch  variations ; btherwife  the  manufadurer  is 
diftrefled,  and  the  public  is  ill  ferved  : and  the  one  or  the  other  happening,  the  people 
are  animated  againfl;  fuch  duties. 

The  only  expedient  to  fhare  the  profits  of  the  manufadurers  of  excifeable  commo- 
dities, is  to  lay  them  under  fome  cumulative  tax  which  they  cannot  draw  back,  fuch 
as  making  them  pay  for  a licence. 

It  mufl,  however,  be  obferved,  that  the  price  of  beer  was  not  raifed,  either  by  the 
brewers,  or  by  the  viduailers,  on  account  of  the  additional  malt-duty,  anno  iT^o. 

When 
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When  excifes  are  levied  upon  thofe  who  manufaclure  the  com- 
modity excifed,  the  oppreffion  of  the  laws  falls  upon  the  manufac- 
turers, although  they  only  advance  the  tax,  and  draw  it  back  from 
the  confumers  upon  the  fale  of  the  commodity. 

It  is  greatly  for  the  advantage  of  every  confumer  in  the  kingdom, 
that  no  fraud  in  the  colleftions  fhould  pafs  unobferved ; becaufe 
all  the  profits  arifing  from  frauds  belong  to  the  manufadturer, 
who  in  reality  is  the  tax-gatherer,  as  much  as  the  farmers  in  France, 
when  they  fell  their  fait  and  tobacco.  But  as  the  farmers  appear  in 
the  light  of  King’s  officers,  and  that  the  collectors  feem  to  bear  hard 
on  thofe  with  whom  they  live,  people  fooliftily  imagine,  that  were 
brewers,  for  example,  more  gently  dealt  wfith,  beer  would  come  the 
cheaper  to  themfelves.  This  is  a mere  delufion ; becaufe  no  brewer 
whatever  will  fell  his  beer  cheaper  than  either  an  affize,  or  the  ordi- 
nary rate  obliges  him  to  do,  let  his  profit,  from  frauds,  be  ever  fo  great, 
and  his  addrefa  in  committing  them  ever  fo  fuccefsful ; and  the  lefs 
productive  the  tax  turns  out  to  be,  the  more  the  other  impofitions  upon 
the  people  muft  be  augmented,  in  order  to  make  up  the  deficiency. 

If  we  compare  therefore  the  oppreffion  of  excife-laws  felt  by  thofe 
who  only  ad%)ance  thefe  impofitions,  with  the  eafe  which  the  con- 
fiimers  find  who  really  pay  them,  we  may  judge  of  the  advantages 
which  the  proportional  taxes  have  over  the  cumulative. 

The  excife,  as  paid  by  the  brewer,  is  really  of  the  cumulative 
kind.  The  excifeman  demands  money  of  him,  at  a time  -when  no 
alienation  takes  place,  and  perhaps  when  he  is  not  prepared  to  make 
the  advance  for  his  cuftomers,  vdio  mull  refund  it  to  him  with 
profit;  befides  the  hopes  of  being  able  to  defraud  is  difappointed, 
and  it  is  always  di 
wiih  or  hope. 


fagreeable  to  be  difappointed  in  what  we  either 
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taxes  vvould  be  lefs  ; but  as  that  is  not  the  cafe,  methods  mufi;  be 
fallen  upon  to  difappoint  the  intention  of  committing  fraud.  The 
only  way  to  accomplifh  this,  is,  to  render  it  difficult  and  dangerous. 
While  every  individual  has-  a liberty  to  manufacture  an  exciieable 
VOL.  11.  U u 11  commodity 
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commodity  in  whatever  place  he  thinks  fit  to  enter  for  that  pur- 
pofe  when  every  one  has  a liberty  to  fell  liquors,  winch,  upon 
retail  only,  are  fubjecTied  to  excife  (as  is  the  cafe  in  France)  muft 
not  colle6tors  be  multiplied  in  proportion  to  the  occupation  which 
fuch  policy  implies  ? And  will  not  thefe  collectors  oppofe  frauds  to 
frauds,  in  order  to  profit  by  them,  at  the  expence  of  the  merchant 
©r  manufacturer  I This  will  fow  difcord  and  hatred  between  two^ 
clafles  of  the  fame  fociety,  and  thereby  the  ftate  is  hurt.  All  dii- 
cord  hurts  a ftate,  as  it  does  a private  family. 

It  is  out  of  my  way  to  lay  down  plans  for  preventing  fuch  incon- 
veniences. It  would  require  an  intimate  knowledge  of  every  cir- 
eumftance  relating  to  the  country  for  which  the  remedy  is  in- 
tended. 

I fliall  therefore  endeavour  only  to  throw  out  fome  ufeful  hints, 
by  mentioning  the  impofitions  where  the  inco'iiveniences  in  levying 
are  the  leaft ; and  by  comparing  thefe  with  other  impofitions,  where 
the  opprefiTion  in  levying  appears  to  be  greater,  the  contrail  of  cir- 
cumftances  will  fuggeft  the  principles  upon  which  a plan  might  be 
formed. 

There.are  many  more  frauds  and  difficulties  in  collecling  excifes 
in  the  country  than  in  cities,  from  the  number  of  manufacturers 
employed  in  them.  It  is  juft  fo  with  the  aides  in  France,  from  the; 
number  of  retailers.  There  are  very  few  frauds  and  little  difficulty 
in  gathering  the  malt-tax  j becaufe  the  objeCt  is  unwieldy,  and 
the  places  of  manufacture  are  fewer. 

The  frauds  upon  tobacco  and  fait  in  France,  do  not  proceed  from 
thofe  who  manufacture  them,  but  from  thofe  who  introduce 
foreign  goods  to  fupply  the  place  of  thofe  manufa6tured  by  the 
company.  This  lliews  that  excifes  Ihould  be  made  as  general  as 
poffible  over  a country ; becaufe  local  exemptions  introduce,  as  it 
were,  a foreign  country  into  the  center  of  a ftate. 

Stamp-duties  are  feldom  defrauded  by  forging  the  ftamp  ; but  in 
France,  where  they  extend  to  almoft  every  deed  of  alienation,  the 
public  is  defrauded  by  private  bargains. 
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Cuftoms  are  defrauded  by  the  liberty  given  to  trade  in  every  port ; 
and  from  the  want  of  convenient  public  magazines,  as  a proper 
repofitory  for  all  goods  brought  by  fea. 

It  may  be  faid,  in  general,  that  frauds  are  moll  frequent  upon 
the  new  eftablifliment  of  taxes  5 that  thofe  who  complain  moll  of 
the  oppreffion  of  them,  are  precifely  thofe  who  have  the  leaft  rea- 
fon  for  it;  and  that  the  caufe  of  their  complaint  proceeds 
rather  from  the  inconvenience  in  paying  when  they  are  not  pre 
pared,  and  the  difappointment  in  defrauding,  than  from  aiiy 
real  oppreffion  ariling  from  the  laws  of  excife:  the  hardlhips  of  thefe 
laws  are  owing  to  the  neceffity  of  general  rules  to  prevent  frauds  ; 
and  fuch  rules  would  be  unneceffary,  could  the  liberty  of  commit- 
ting frauds  be  circumfcribed. 

One  very  good  method  of  railing  proportional  taxes,  witnouv. 
great  expence  or  oppreffion,  when  the  fituation  of  a country  wull 
admit  of  it,  is  to  levy  no  fuch  duties,  but  at  the  gates  of  towns  and 
villages,  which  in  this  light  appear  to  be  political  inclofures.  At 
thofe  gates  every  produce  of  the  lands,  and  every  manufadture  not 
made  in  the  town,  might  pay  a tax  upon  coming  in ; every  manufac- 
ture made  in  the  town,  might  pay  a tax  on  going  out : all  fruits  con- 
the  country  might  be  free  j all  manufaclures  made  and 
r'onfnmed  in  the  towns  might  be  free  alfo.  If  weconlider  the  quan- 
tity of  exchange  between  the  inhabitants  of  towns  and  thofe  of  the 
country,  and  between  town  and  town  j that  fund,  I believe,  would 
he  found  fufficient  to  raife  more  by  proportional  taxes  than  what  is 

raifed  in  any  country  in  Europe. 

A fecond  method  of  diminilhing  the  expence,  and  alfo  the  bur- 
den of  proportional  taxes,  us  to  exact  nothing  of  the  manufacturei  s, 
but  to  prohibit  the  delivery  of  the  manufacture  to  any  one  who  does 
not  prefent  a permit  from  the  excife  office,  lignifying  that  the  tax 
has  been  paid.  This  is  the  method  obferved  in  the  Aullrian  low 
countries,  wffiere  excifes  are  carried  to  a very  great  height.  There 
the  tranfporters  or  carriers  of  excifeable  goods,  are  formed  into  a 
corporation,  and  none  elfe  dare  to  tranfport  them. 
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YvTioever  has  feen  the  execution  of  thofe  regulations  will  not  be 
ve^y  fond  of  them  ; but  the  inconveniences  which  occur  proceed 
from  the  political  fituation  of  ail  thofe  towns,  the  public  debts  of 
which  are* fo  enormous,  that  to  pay  the  intereil  of  them  excifes  have, 
been  carried  fo  high  as  to  banifh  manufadlurers  into  the  country, 
where  few  excifes  are  levied.  It  is  from  the  country  and  many  con- 
fiderable  villages,  which  have  not  the  privilege  of  running  in  debt, 
that  the  manufactures  of  that  country  are  carried  on.  No  induf 
trious  man  can  afford  to  live  in  the  towms  of  the  Auftrian  Nether- 
lands, except  he  who  fupplies  their  confumption ; and.  in  no  place,, 
I know  of,  is  work  fo  dear  as  there. 

Were  great  excifes  levied  upon  th*e  furnifhers  of  the- goods,  as  is. 
the  cafe  in  Great  Britain,  and  were  as  little  reRraint  laid  upon  their 
frauds,  thofe  duties  v/ould  not  produce  what  they  do ; and  the 
oppreffion  would  be  intolerable  ; whereas  by  the  policy  eftablifhed, 
nothing  but  the  high  price  of  goods  is  complained  of.  A third  me- 
thod of  avoiding  both  expence  and  oppreffion  in  levying  propor- 
tional taxes,  would  be  to  confine  the  fabrication  of  all  articles 
charged  with  them  to  certain  places- properly  inclofed.  Were  thofe- 
undertakings  few  and  large,  were  fpacious  magazines  of  all  forts 
prepared,  at  the  public  expence,  in  all  fea-port  towms,  and  fur- 
rounded  with  walls,  an  entire  liberty  might  be  allowed  within  the 
inclofures,  and  no  quefiions  would  be  afked,  but  on  going  in  and 
coming  out.  Under  fiich  regulations  a ftate  would  reap  great  be-* 
nent.  iji,  There  would  be  confiderable  favings  in  collecling. 

There  would  be  great  favings  on  the.  number  of  hands  employed  in-, 
manufafluring : forty  men,  in  a large  brew-lioufe,  make  more  beer 
than  an  hundred  difpofed  as  they  are  in  country  villages.  This 
refembles  the  introdusflion  of  machines  into  manufaclures. 

The  objection  from  the  infringement  of  liberty  is  more  a pretext, 
in  order  to  facilitate  fraud,  than  any  thing  elfe.  Are  not  thofe 
who  manufaclure  excifeable  commodities,  the  fervants  of  the  ftate  ? 
Are  they  not  even  the  colleclors  of  the  public  revenue  I With  what 
face  then  can  they  pretend  to  be  indulged  in  the  means  of  defrauti- 
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ing  their  cuftomers  of  thofe  taxes  which  they  wilh  to  put  into  their 
own  pockets,  by  withholding  them  from  the  public.  Has  liberty 
anT  other  meaning,  but  an  entire  permiffion  to  do  whatever  is  not 
forbid  by  general  and  wholefome  laws,  calculated  for  the  univerfal 
good  of  the  fociety  ; and  ihall  this  clafs  of  men,  who  are  enriching 
themfelves  as  much  by  the  profits  they  have  in  advancing  the  taxes, 
a-s  by  their  induftry,  be  confidered  in  as  favourable  a light  as  ano- 
ther who  is  paying  a cumulative  tax  out  of  his  income,  one  far.^ 
thing  of  which  he  never  can  draw  back  ? 

If  any  fhould  mifinterpret  the  docfrine  of  this  chapter,  I 
muft  put  them  in  mind  of  my  original  plan,  which  was  to 
keep  conftantly  in  view  thofe  virtuous  ftatefmen  who  think  ofi 
nothing  but  the  good  of  their  fubjects.  Taxes  and  impofitions  in 
their  hands,  are  the  wealth  of  the  father  of  the  family  ; who  there- 
with feeds,  clothes,  provides  for,  and  defends  every  one  within  his 
houfe.  The  increafe  of  taxes  on  this  fuppofition  is  national  oeco- 
nomy,  as  fliall  be  afterwards  fliewn ; frauds  are  the  thefts  of  fer- 
vants  impairing  the  public  good,  and  particularly  the  means  of 
felf-defence  againfl;  the  incroachments  of  ambitious  neighbours. 

As  it  is  the  duty  of  every  flatefman  to  make  his  people  happy 
and  fiouriihing,  perhaps  the  fpeculations  of  one  whofe  only  intereft 
in  throwing  them  upon  paper  is  to  fill  up  his  leifure  agreeably,; 
mav  fome  time  er  other  tend- to  promote  fo  glorious  a purpofe.. 


C H A PI  VI.- 

CuMulciiWB  GTid  p?'"CpOrtiO?ldl  TjCIXSS  CQWlp&Tid  with.  ClUOthif  y GTidl 

Jarth£r  examined.- 

AFTER  examining  feparately  the  nature  and  effecTs  of  cumu-- 
lative  and  proportional  taxes,  it  remains,  for  the  more  fully 

imderlilanding  this  fubject,  to  take  a view  of  them  together  ; the 
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better  to  Cud  out  wherein  they  really  dififer,  and  how  far  the  dif- 

.'ference  is  only  apparent. 

It  has  been  obferved,  that  the  payment  of  taxes  diminillies  no 
part  of  the  produce  of  either  land,  or  induftry  ; the  whole  amount 
of  thefe  remains  entire  to  the  fubjedls  of  the  ftate. 

Tiie  taxes  are  paid  out  of  the  money  which  circulates  in  the 
alienation  of  them : from  which  we  have  concluded  that  they  mull 
conftantly  be  confined  within  a certain  proportion  to  alienation, 
Vfe  have  alfo  obferved,  that  the  impofition  of  taxes  augments  the 
mafs  of  circulation,  and  makes  it  requifite  for  a fiatefman  to  con- 
trive fome  method  of  increafing  money  in  proportion  to  their  in- 
creafe.  I hope  thefe  propofitions  have  acquired  an  additional  con- 
firmation, from  what  has  been  already  faid  in  the  preceeding 
chapters. 

We  have  alfo  feen  how^  the  amount  of  proportional  taxes  is  ulti- 
mately taken  from  the  fuperfluity  of  the  rich,  whom  we  have  called 
the  idle  confumers : and  how  they  are  advanced  by  one  fet  of  the 
induftrious,  and  refunded  by  another,  until  at  laft  they  fall  upon 
thofe  who  cannot  draw  them  back  from  any  body.  Thefe  laft  have 
been  faid  to  pay  the  taxes,  the  others  only  to  advance  them. 

If  therefore  we  fuppofe  all  defire  of  defrauding  out  of  the  way, 
we  fhall  find  the  whole  burden  of  proportional  taxes  confined  to  the 
inconvenience  of  advancing  their  amount  by  the  induftrious, 
and  to  the  payment  of  them  by  the  rich,  which  proportionally 
diminillies  their  income.  Where  credit  therefore  is  well  eftablillied, 
where  payments  are  regularly  made  by  buyers  to  fellers,  and 
where  people  proportion  their  expence  to  their  free  income,  the 
weight  of  proportional  taxes  will  be  very  fmalL  I appeal  to  expe- 
rience for  the  truth  of  this. 

Let  us  next  examine  the  nature  of  cumulative  taxes,  as  we  have 
called  them,  in  order  to  diftinguifh  them  from  the  others. 

In  thefe,  alienation  is  not  neceflary  at  the  time  they  are  paid ; from 
which  It  follows,  that,  in  many  cafes,  they  cannot  be  drawn  back. 
When  a man  pays  his  land-tax  out  of  his  rent,  what  remains  to  him 

will 
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will  not  1)117  mote  of  any  thing  than  if  he  had  paid  nothing.  Nay, 
were  the  ftate  to  indulge  him  and  take  his  tax  in  corn,  the  corn 
which  remains  to  him  would  not  bear  an  advanced  price,  unlefs 
the  date  Ihould  export  the  quantity  he  had  given  ; and  then  indeed, 
by  diminifhing  the  fupply,  it  might  raife  the  price  of  grain  in  ge- 
neral ; but  every  One  having  grain  to  fell  would  profit  of  the  rife 
upon  the  price,  as  well  as  the  landlord,  whofe  fiiare  does  not  com- 
monly amount  to  one  third  of  the  crop. 

But  were  a tax  laid  on  in  fo  regular  a proportion  to  the  value  of 
any  property,  as  to  prevent  the  proprietor  from  making  ufe  of  that 
part  whictr  the  public  intends  to  take  from  him,  thofe  who  pay 
cumulative  taxes  would  thereby  acquire  one  very  great  alleviation 
of  their  burden. 

I have  faid  that  when  a brewer  pays  the  excife,  the  tax,,  as  to  him', 
is  of  the*  cumulative  nature.  It  is  fo  in  a certain  degree^ no  doubt,, 
as  may  be  feen  without  farther  explanation ; but  it  ftill  fo  far  retaihs- 
its  own  nature  as  to  be  eafily  drawn  back  from’  the  confumer.  But 
how  can  a foldier  draw  back  the  tax  he  pays  to  Clielfea  ? 

From  this  material  diftindlion  between  the  two  impofitions,  I con- 
clude, that  no  objection  can  lie  agamft' proportional  taxes,  fo  far  as 
they  aIFe<5l  the  induftrious ; becaufe  they  draw  them  compleatly 
back:  and  that  great  objecTtions  lie  againft  cumulative  taxes,  when 
they  afifecl  the  induftrious',  becaufe  they  cannot  draw  them  back ; 
and  confequently,  they  mav  aitecl  the  phyfical-neceli'ary  of  tlie  con- 
tributor, in  cafe  no  profit  fhould  remain  to  him  upon  his  labour. 
On  the  other  hand,  I think  little  objection  can  be  made  to  cumula- 
tive taxes,  when  they  are  impofed  upon  polleffions,  which  produce 
. a vifible  annual  revenue,  clear  to  the  proprietor.  This  is  the  na- 
ture o#  the  dixiemes  and  ’vmgtiemes  in  France ; where  the  whole 
amount  of  the  perfon’s  income  is  taken  upon  proper  proof,  and 
taxed  in  proportion  to  it,  without  any  fubfidiary  or  fecond  levy’s 
taking  place,  to  make  up  a determinate  fum. 

Cumulative  taxes  would  alfo  be  far  lefs  burdenfome  to  the  lower, 
clafs,  could  they  be  levied,  fo  as,  firft,  to  preferve  the  proportion  o£ 

them^ 
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them  to  the  acTual  profits  on  induftry : fecondly,  to  make  that  pro- 
portion fenfible  to  the  people:  and  in  the  laft  place,  to  retain  the 
tax  inftead  of  allowing  them  firil  to  receive  it,  and  afterwards 
obliging  them  to  refund  it. 

In  proportion  as  thefe  three  requifites  do  not  take  place,  fucli 
taxes  become  grievous  to  all  who  have  no  fixed  income. 

To  put  a tax  upon  a man’s  dwelling  houfe,  in  proportion  to  its 
windows,  or  hearths,  when  the  houfe  produces  no  fixed  income  to 
him,  and  Avhen  he  has  none  independent  of  it,  may  take  away  a 
part  of  his  phyfical-neceffary.  To  put  a tax  upon  him  becaufe  he 
has  a head,  is  more  grievous  than  to  put  a tax  upon  his  hands,  in 
proportion  to  what  they  daily  gain. 

If  cumulative  and  proportional  taxes  be  compared,  with  refpe(51: 
to  the  different  effecls  they  are  found  to  have  upon  our  opinions  as 
to  taxes  in  general,  we  find  that  both  of  them  deceive  the  contri- 
butors, but  in  different  ways. 

In  the  cumulative  taxes,  the  perfon  who  pays  does  not  always 
perceive  the  reaibn  of  his  paying.  He  imagines  that  he  is  taxed 
only  becaufe  it  is  known  that  he  is  able  to  pay  a certain  fum. 

In  the  proportional,  the  deceit  is  of  another  nature.  When  a per- 
fon buvs  a confumable  commodity,  which  has  paid  an  excife,  he 
does  not  perceive  that  the  price  he  pays  for  it  comprehends  a tax 
upon  his  paft  gains,  in  favour  of  the  public  ; but  he  concludes  the 
whole  to  be  neceifary,  in  order  to  procure  what  he  has  an  inclina- 


tion to  confume.  An  example  will  make  this  plain. 

huppofe  a tax  laid  upon  wheel  carriages,  and  that  every  perfon 
in  the  iiate  were  liable  to  pay  a certain  fum  in  proportion  to  the 
number  of  carriages  he  has  for  his  convenience.  The  tax-gatherer, 
comes  at  the  end  of  the  year  and  demands  the  fum.  The  perfon 
complains  that  he  is  not  at  liberty  to  have  a coach  or  a chaife  with- 
out paying  duty  for  it ; and  that  while  he  lias  occafion  for  one  car-, 
riage  only,  and  has  but  one  pair  of  horfes,  he  is  obliged  to  pay  fog 
fe vexal  fet s of  wh e cl s . 


’Now,  iLippofe  this  cumulative  tax  were  turned  into  a pi 
tional  one,  and  that  vrheels  wexe  to  pay  a fiamp-diuy,  or  the  like, 
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in  the  hands  of  the  wheelwright.  The  price  would  immediately 
rife ; but  this  rife  would  foon  become  familiar  to  the  man  who  has 
the  carriage  ; and  he  would  then  be  no  more  hurt  by  this  additional 
expence,  than  if  it  had  proceeded  from  fome  new  and  expeniive 
fafhion  of  wheels  : in  fhort,  wheels  would  generally  begin  to  bear 
an  advanced  price,  and:  very  foon  no  body  would  inquire  how  it 
came  about,  nor  once  complain  of  the  tax. 

To  fet  this  in  another  light,  the  difference  between  the  two  im- 
pofitions  refembles  that  between  long  and  fhort  accounts,  which  to 
poor  people  is  very  great.  When  the  expence  of  living  is  infenfibly 
and  univerfally  augmented,  by  the  effect  of  proportional  taxes,  then 
the  induftrious  man,  who  enjoys  neither  fuperfluity  or  idlenefs,  may 
and  can  augment  the  price  of  his  work  in  proportion.  This  augmen- 
tation forms  then  a part  of  what  has  been  called  his  (A),  which  he 
draws  fully  back  when  he  comes  to  market.  But  if  the  fame,  or 
even  a lefs  fum  be  raifed  upon  him  by  a cumulative  tax,  it  comes 
upon  him  at  the  end  of  the  year,  or  at  the  end  of  the  quarter,  and 
let  him  be  ever  fo  provident,  he  cannot  draw  it  back,  or  raife  the 
price  of  his  work,  becaufe  of  the  unequal  competition  of  other 
people  of  his  own  clafs,  who,  from  a variety  of  circumflances, 
cannot  all  be  fo  equally  loaded  by  the  cumulative  as  by  the  pro- 
portional taxes.  Befides,  they  may  not  be  fo  provident  as  himfeif, 
and  may  work  for  fubfiftence,  without  making  any  allowance  for 
what  they  are  to  pay  the  flate  at  the  end  of  the  year.  . Thus  a 
double  inconvenience  enfues.  The  induftrious  poor  are  oppreffed 
by  the  tax-gatherers,  and  the  tax  is  ill  levied.  In  the  other  cafe, 
the  firft  never  fee  a tax-gatherer,  and  the  money  is  paid.  Befides 
,thefe  advantages  in  favour  of  proportional  taxes,  there  is  ftiil 
another,  that  if  this  tax  be  improperly  laid  on,  the  defect  will 
manifeft  itfelf  by  checking  confumption  only ; whereas  in  the 
other  cafe,  it  will  be  known  by  the  diftrefs  of  individuals. 

If  the  liberty  not  to  confume  be  taken  away,  as  in  the  gabelle 
in  fome  provinces  in  France,  then  the  inipolition  changes  its 
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nature  and  becomes  a cumulative  tax,  as  may  be  eafily  per- 
ceived 

It  has  been  faid,  that  fo  far  as  the  three  inconveniences  of  the 
cumulative  taxes  can  be  prevented,  they  ceafe  to  be  oppreffive. 
From  which  we  fee  the  reafon  why  excifes  are  fo  eafily  paid  when 
thofe  who  manufadure  the  commodities  charged  with  them,  are 
contented  to  compound  for  them.  This  changes  the  tax  into  one 
of  the  cumulative  kind ; but  gives  it  every  requifite  to  make  it 
eafy.  Let  me  take  an  example. 

A brewer  who  pays  excife  for  all  he  brews,  is  expofed  to  the  daily 
vifit  of  the  excife-man,  to  whom  he  pays  the  duty.  Here  the 
brewer’s  impofition  participates  of  feveral  of  the  inconveniences  - 
attending  cumulative  taxes.  But  let  me  fuppofe  that  after  a certain 
time  he  finds  that  loo  /.  is  the  annual  amount  of  his  excife.  If  he 
makes  a compofition  for  it  at  that  rate,  he  comes  under  a regular' 
cumulative  compofition,  with  every  advantage.  He  thinks  no 
more  of  frauds  ; he  no  more  grudges  what  he  pays  ; and  becomes*' 
in  a manner  colledor  of  that  imperceptible  duty  paid  by  all  his 
cuftomers. 

The  eafy  method  of  transforming  thofe  taxes  into  one  another,, 
fiiews  their  refemblance  fufficiently,  and  the  differences  which  we 
have  pointed  out,  £hew  the  principles  which  regulate  the  proper 
manner  of  impofing  them. 

* The  gahelle,  or  falt-tax  in  France,  is  not  levied  in  every  province;  beeaufe  of 
certain  privileges  of  exemption,  which  fome  have  all  along  enjoyed. 

This  opens  a door,  to  the  greateft  abufe,  by  frauggling  fait  from  places  where  it  is’ 
free,  into  places  where  the  tax  is  impofed,  at  many  lOO  per  cent,  above  the  value ; and 
obliges  the  King  to  ufe  great  feverity  upon  thofe  who  are  loaded  with  this  duty. 

The  confumption  of  every  family  is  fixed  to  a certain  quantity;  and  if  itbe  found 
that  they  have  not  bought,  from  the  King’s  granaries,  to  the  full  extent  of  what  is 
reckoned  neceffary  for  them,  it  is  fuppofed  that  the  deficiency  has  been  made  up  from 
contraband  fait,  and  the  deficiency  is  exadied. 
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Confequefice  of  "Taxes  when  the  amount  of  them  is  properly  applied. 


¥ J E have  now  feen  the  objecls  affected  by  taxes,  and  the  incon- 
^ veniences  which  rehilt  to  thofe  who  are  obliged  to  pay  them. 
It  comes  next  to  be  examined,  whether  or  not  taxes  of  all  kinds 


be  a great  load  upon  a people,  a grievous  infringement  of  their 


liberty,  a means  of  bringing  many  honeft  and  induflrious  people 
to  great  diftrefs,  and  a great  difcouragement  to  marriage.  I anfwer 
without  hefitation,  that  taxes  may  be,  and  moft  commonly  are 
accompanied  with  all  thefe  and  many  more  inconveniences ; but  I 
muft  add,  that  they  proceed  from  the  abufe,  and  not  from  the 
nature  of  taxes. 

In  my  inquiries,  I have  conftantiy  in  my  eye,  how  man  may  be 
governed,  and  never  how  he  is  governed.  How  a righteous  and 
intelligent  ftatefman  may  reflrain  the  liberty  of  individuals,  in  or- 
der to  promote  the  common  good ; never  how  an  ignorant  and 
unrighteous  flatefman  may  dedroy  public  liberty,  for  the  fake  of 
individuals. 

Railing  money  by  taxes  mud  always  be  burdenfome,  lefs  or 
more,  to  thofe  who  pay  it ; and  the  advantages  reiulting  from  taxes 
can  only  proceed  from  the  right  application  of  the  money  when 
raifed. 

When  individuals  only  make  a profit  of  the  inconvenience  of 
taxes,  the  public  lofes,  no  doubt ; becaufe  they  are  paid  for  the  ad- 
vantage of  the  public,  not  for  that  of  private  people.  If  the  money 
raifed  be  more  beneficially  employed  by  the  ifate,  than  it  would 
have  been  by  thofe  who  have  contributed  it,  then  I fay  the  public 
has  gained,  in  confequence  of  the  burden  laid  upon  individuals ; 
confequently,  the  ftatefman  has  done  his  duty,  both  in  impofing  the 
taxes,  and  in  rightly  expending  them. 


X X X 2 


Taxes, 
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T-»S  in  this  laft  view,  may  be  confidered  as  a faving  out  of 
every’ private  fortune,  in  order  to  procure  a public  fund  to  be  ex- 
pended for  the  public  benefit. 

I have  frequently  recourfe  to  the  familiar  examples  of  private 
oeconomy,  in  order  to  make  applications  from  it  to  the  politicahj 
which,  however  different  it  may  appear,  will  be  found  eafily  de- 

ducible  from  the  fame  principles. 

Let  me  fuppofe  two  perfons,  (A)  and  (B),  living  in  the  fame  neigh- 
bourhood, of  the  fame  rank  and  fortune,  enjoying  great  fupeifluit^',„ 
but  fpending  yearly  the  whole  of  their  income  in  different  ways. 

Let  the  income  of  both  be  fuppofed  to  be  2100/.  fberlingj  and. 
let  the  branches  of  their  expence  be  ranged  under  fix  different 
heads.  Let  (A)  be  fuppofed  to  fpend  upon  the  firil  100/.  on  the; 
fecond  200/.  on  the  third  300/.  on  the  fourth  400  /.  on  the  fifth 
500/.  on  the  fixth  600  A in  all  2100  /.- 

Letus  fuppofe  (A)  to  enjoy  in  every  one  an  ample- fufiiciency. 

(B),  on  the  other  hand,  fpends  upon  his  firfl.  article  1600/.  and 
upon  each  of  the  other  five,  no  more  than  100/.  Heie  the  fix  11  ar- 
ticle of  (B’s)  expence  is  fixteen  times  greater  than  any  of  the  reft ; 
and  by  the  fuppofition,  10©/.  is  fuppofed  to  denote  an  ample  fuffi-^ 
ciency  upon  each  article. 

I come  to  (A),  and  I fay  to  him,  you  difapprove  of  the  extravar 
vaganee  of  your  neighbour  (B)  upon  his  firft^  article  of  expence, 
where  he  fpends  fixteen  parts  of  his  income,  and  v/here  you  fpend 
but  one  ; and  yet  you  muft  allow  that  upon  every  other  article  of 
his  expence,  he  is  a better  oeconomift  than  you.  Would  it  not  be 
for  your  intereft  to  bring  the  other  articles  of  your  expenee  down 
to  his  ftandard,  without  increafing  any  thing  upon  your  firft  article, 
which  is  already  within  the  compafs  of  what  may  be  called  fuf- 
ficient. 

To  what  purpofe,  fays  (A^,  would  you  advife  me  to  fo  ftrift  an 
©economy  I And  what  fhould  I do  with  fo  great  a favxng  on  my 
annual  income  ? Be  in  no  pain  about  that,  I fhall  lay  it  out  for  you 

in  difcharging  your  debts ; in  providing  for  your  children,  and 

giving 
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giving  them  a good  education  ; in  improving  your  ellate  ; repair- 
ing your  houfe  ; making  up  your  inclofures  ; all  Iliall  be  ufefully 
fpent ; and  out  of  600  /.  a year,  you  ihall  have  every  thing  necef- 
fary  for  your  family. 

Here  is  the  reprefentation  of  a fcheme  between  a good  ftatefman, 
and  a people  whofe  interell  he  confults. 

x^fter  the  impolition  of  taxes,  the  individuals  of  a Hate,  whofe 
income  is  already  formed,  begin  to  pay  greatly  more  than  they  ufed 
to  do  for  every  thing  they  confume,  A great  part  of  this  additional 
price  goes  to  the  public,  and  is  thereby  laid  out  for  national  pur- 
pofes.  The  whole  of  fuch  expences  are  thrown  into  circulation,  as 
much  as  if  the  rich  proprietors  had  laid  it  out  upon  articles  en- 
tirely adapted  to  their  own  talle. 

Is  it  not  evident,  that  in  this  way  of  appropriating  the  income  of 
a country,  it  mull  produce  a more  extenlive  encouragement  to  in- 
duftry  of  all  kinds,  than  if  the  proprietors  only  had  fpent  it  ? They 
never  would  have  thought  of  becoming  merchants,  or  of  fetting  up 
manufactures  for  the  fupply  of  foreign  markets  : their  whole  ex- 
pence would  have  been  calculated  to  fupply  their  own  wants  ; and 
it  would  have  been  indifferent  to  them  whether  thefe  were  fupplied 
by  natives  or  by  Ilrangers. 

Let  us  apply  this  doctrine  to  common  experience.  Let  its  com- 
pare the  nature  of  circulation  in  a trading  town,  with  that  of  a 
country  place,  where  many  gentlemen  of  large  fortunes  relide. 
How  extenlive  the  objedts  of  the  firh ! how  contra<Sted  rhofe  of  the; 
latter  ! 

Let  us  compare  again  the  exigencies  of  government,  with  thofe 
of  a trading  city,  what  a variety  of  wants  here  occur  to  be  fup* 
plied,  which  the  city  never  could  have  occalion  for? 

I have  fhewn  that  the  great  amount  of  taxes  is  taken  from  the 
income  of  thofe  individuals  whofe  fortune  is  already  made,  or 
whofe  daily  profits  are  confiderable : I have  fuggelled  how  circum— 
fcribed  the  expence  of  this  clafs  muft  be,  when  confidered  with . 
refpeffc  to  the  employment  it  procures  to  the  body  of  a people.  Does 

nor: 
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-'ence  of  former  ages  fhow  hov/  apt  private  opulence 
not  the  when  a tafte  for  induftry  does  not  animate 

IS  to  link  create  new  objecSis  of  defire  in  the  wealthy^ 

the  lowei  c - benefited  by  the  luxurious  gratifications  of  the 
. ,,  ,>nlefs  it  employment  they  procure  for  thofe  who 

provid^the^objea  of  luxury  ? Thofe  very  gratifications  are,  in  one 
fenfe  taxes  upoo  I'ich  in  favour  of  the  induflrious : they  in- 
creafe  expence,  and  throw  money  into  circulation.  In  Spain  and 
Portugal,  where  induftry  is  not  introduced  among  the  lower  clafies, 
it  is  the  ftrangers  who  in  effect  levy  fuch  taxes  upon  them.  Were 
the  taxes  tliey  pay,  properly  applied  to  the  encouragement  of  the 
arts,  inftead  of  being  appropriated  to  private  purpofes,  and  to  en- 
riching private  men,  whofe  tafte  for  expence  is  always  circum- 
feribed  to  the  objects  of  their  own  wants,  how  foon  fhould  we  fee 
them  vying  with  ns  in  every  market  of  Europe,  and  fupplying 
themfelves  as  far  as  their  country  is  calculated  for  it. 

The  reciprocal  wants  of  induftrious  nations,  refemble  the  reci- 
procal wants  of  tradefmen  ; all  may  be  employed  in  fupplying  one 
another,  as  well  as  thcmfclvc^. 

When  the  amount  of  taxes  is  properly  laid  out  in  premiums,  for 
the  encouragement  of  the  induftrious,  the  prices  of  labour  upon 
articles  of  exportation,  may  be  brought  fo  low,  that  all  nations 
who  do  not  follow  the  example^  muft  languilh  and  decay.  Luxury 
at  home  will  then  .ccafe  to  hurt  the  trade  of  the  nation.  In  her 
treaties  of  commerce,  flic  may  throw  open  her  ports  to  many  ar- 
ticles of  foreign  cenfumption,  without  running  any  rilk  by  fucli 
allowances  ; and  on  the  other  hand,  flie  will  reap  the  greateft  ad- 
vantages from  a reciprocal  permifiion. 

The  example  I have  given,  by  which  I have  illuftrated  the  na- 
ture of  public  contributions,  muft  not  be  underftood  to  tally  -with 
refpea;  to  proportion.  It  would  be  both  ridiculous  and  impoffible 
to  1 educe  all  the  expcnccs  of  rich  men  to  the  purely  fuflicient.  All 
I meant  was,  to  fliew  how  taxes,  when  properly  applied, 
confideied  as  public  oeconomy ; and  how  the  levying  of  them  bas 
o tendency  to  hurt  a nation  in  point  of  cafe  and  profpciiA* 
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Of  the  exUnt  of  "Taxation* 


ONE  good  way  to  difcover  the  nature  of  taxes,  is,  to  examine’ 
how  far  it  may  be  poffible  to  carry  them.  This  is  my  intention' 
in  this  chapter. 

I have  faid  that  the  obje(5i:  of  taxes- was  income,  and  not  ftock.  I 
have  ihewn  how  thofe  of  the  proportional  kind  affect  the  income  oT 
flock  already  made,  and  perfons  who  enjoy  large  profits  upon  their 
daily  induflry.  I have  pointed  out  the  impropriety  of  cumulative 
taxes,  when  impofed  upon  fuch  as  draw  nothing  more  from  their 
induflry  than  an  eafy  fubfiftence ; and  I have  given  a general  pre- 
ference to ’ thofe  of  the  proportional  kind  ; becaufe  they  conflantly 
imply  both= alienation  and  confumption : ’ alienation’  in  thofe  who 
advance  ih.Q  cOnfimption  in  thofe  who  pay  them. 

Could,  therefore,  taxes  be  levied  upon  every  alienation,  where 
confumption  is  implied,  and  that  in  proportion  to  the  whole  fiiper- 
fluity  of  thofe  who  aie  to  confume,  proportional  taxes  would  be 
carried  to  their  utmofl  extent. 

I fhall  novv  analize  this  fubjefr,  in  order  to  difcover  how  far  that' 
extent  may  reach;  and-  by  this' inquiry,  the  principles  of  taxation 
will  be  the  better  find erftood. 


The  objefrs  of  alienation  comprehend  all  that  is  in  commerce 

among  men,  moveable  and  immoveable. 

What  is  moveable  is  generally  confumable,  what'is  immoveable 
is  generally  not  fo. 

As  confumption  is  a requifite,  together  with  alienation,  in  order' 
to  form  a proper  bafis  for  proportional  taxes,  we  fee  liow  contrary 
to  principles  it  would  be,  to  tax  the  alienation  of  lands,  iioufes,  &c. 
in  the  fame  proportion  as  confumable  commodities.  Thefe  are 

4 . 
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fu„ds,  r.0,  income;  and  the  money  with  which  they  are  purchafed, 
mnft  be  confidered  in  the  light  of  a fund  while  ,t  is  m tne  hands 
of  the  buyer.  When  once  it  comes  into  the  hands  of  the  feller  of 
the  immoveable  objefts,  it  frequently,  indeed,  partakes  of  the 
nature  of  income ; that  is  to  fay,  it  is  fpent  in  the  confumption 
of  fruits,  and  of  the  labour  of  man  ; and  then  it  will  be  affeded  by 

taxes. 

This  may  fuffice  to  meal  to  mind  the  principles  we  laid  down  in 
the  26th  chapter  of  the  fecond  book,  concerning  the  effects  of  the 
vibration  of  the  balance  of  wealth  between  the  members  of  a mo- 


dern date. 

The  next  thing  we  are  to  conlider,  is  the  date  of  circulation.  As 
to  that,  we  have  frequently  obferved,  how  it  mud;  be  in  proportion 

to  alienation. 

This  proportion  is  not  determined  by  the  value,  or  denominations 
of  the  money  circulating ; but  by  that  value  combined  with  the 
frequency  of  tranfitions  from  hand  to  hand ; as  the  force  of  a can- 
non ball  is  eftimated  by  the  weight  of  the  ball,  and  the  fwiftnefs 

of  the  motion  at  the  time  it  ftrikes. 

Let  us  now  lay  afide  the  conlideration  of  immoveable  property ; 
and  examine  the  nature  of  confumption,  alienation,  and  fale,  with 


refpecl  to  other  things. 

, Confumption  comprehends  every  thing  produced  by  the  earth, 
or  by  man  ; alienation  is  confined  to  that  part  which  is  exchanged 
between  men ; and  fale  to  that  part  of  alienation  which  is  exchanged 
for  an  equivalent  in  money. 

Whatever  part  is  conftimed  without  alienation,  ought,  I think,  to 
be  out  of  the  reach  of  proportional  taxes,  unlefs,  oy  fome  circum- 
ftance  or  other,  it  can  be  made  to  fall  under  the  eye  of  the  public, 
in  a manner  refetnbling  its  coming  to  market.  Thus  a tax  upon 
malt  is  levied  at  the  malt-houfe,  as  if  it  were  fold  to  the  maltfter, 
although  it  be  made  for  the  confumption  of  the  grower  of  the 

barley.  In  like  manner,  a tax  upon  corn  for  bread  may  be  levied 

either 
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either  at  the  mill  where  it  is  ground,  or  at  the  oven  where  it  is 
baked 

The  worfl  kind  of  proportional  taxes  are  thofe  which  are  leaded 
upon  private  manufacluring,  and  upon  umnaaiafav^nred  coafump- 
tion,  where  no  aUenation  takes  place*  An  example  of  the  firil  we 
have  in  the  excife  upon  malt,  cyder,  candles,  &c.  made  in  private 
houfes  for  private  uie ; the  laft  is  known  in  Holland,  where  a man 
cannot  kill  his  own  pig,  or  his  own  calf,  without  ii^g  a tax* 
V/ere  taxes  of  that  nature  extended  to  the  making  of  bread,  cooking 
of  victuals,  &c*  I apprehend  they  would  become  of  a nature  more 
burdenfome  than  any  hitherto  invented,  unlefs  public  cooks  were 
ehablifhed,  as  public  ovens  are  in  many  parts  of  France ; in  inch 
cafes,  taxes  might  be  levied  upon  every  part  of  confumptic-xn. 

Inveftigations  of  this  nature  are  ib  difagreeable,  that  it  is  with 
reludtanee  I mention  them  1 but  when,  in  fact,  fuch  taxes  are 
found  eitabliflred  in  different  countries,  it  is  highly  proper,  that  the 
nature  of  them  Ihould  be  m<|uii’ed  into. 


Taxes  in  Holiand  are  fo  multiplied,  as  to  defeend  to  this  cate- 
gory, in  many  places,  as  we  have  fecn  by  the  example  juft  given ; 
but  even  thefc,  however  oppreiTive  they  may  appear  to  thofe  wlivo 
are  not  accuifomed  to  them,  are  ifill  lefs  io  than  many  of  tne 
cumulative  kind  we  have  mentioned,  particularly  the  tax  upon  in- 
duftry  and  the  capitation  in  France,  They  approach  nearer  to  pro- 
portional taxes,  and  derive  every  alleviation  of  their  burclen  from 
that  circumftance.  He  who  pays  fuch  taxes,  fees  that  he  can  avoid 
them*  by  retrenching  his  conhtmptiori  1 and  when  they  fall  upon 
the  necelTaHes  of  life,  he  may  draw"  them  back,  providing-  he  be  an 

* Examples  of  thefc  kinds  of  taxes  were  tarnsliat  in  forjpsi’  tirnes.  Siiais 
oibllged  to  grind  in  their  Lord’s  niilh  bake  in  his  oven,  prds  tneir  vrinc  u*v 
prefs  of  the  territory,  &C. 

This  was  found  very  ufeful,  in  ages  when  alienation  ana  ss’.e  wort:  liUsO  , biu 

now  tbev  are  coniidered  as  opprcfilve,.  and  Jo  I think  tney  .are,  w-ben  coiPpareu  v.da 


proportional  taxes,  which  only  take  place  upon  ttc  Tale  or  the  comniouit)  t ou 


t ftUI 


rhey  are  far  preferable  to  many  taxes  of  the  cumulative  kina. 
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induftrioiis  man,  and  that  every  one  who  enters  into  competition 
with  him  for  employment,  be  equally  fiibjedted  to  the  fame  bui'- 
den.  But  they  are  more  burdenfome  than  thofe  where  fale  takes 
place ; becaufe  when  a poor  man,  who  wiflies  to  confume,  wants 
money,  he  confiders  himfelf  in  the  fame  light  as  if  the  thing  were 
not  to  be  fold  ; but  vvdien  he  has  that  which  he  has  acquired  by  his 
labour,  and  cannot  confume  it  for  want  of  money  to  pay  for  a per- 
miilion,  as  it  were,  he  mufi;  either  Ilarve  for  hunger  in  the  midft  of 
plenty,  or  be  reduced,  perhaps,  to  beggary,  for  having  preferved  his 
life  by  defrauding  the  tax. 

What  has  been  faid,  is,  I think,  fufficient  to  fhew  the  varieties 
which  occur,  when  taxes  are  impofed  upon  bare  confumption, 
where  no  alienation  takes  place : they  mull,  in  every  refpeft,  be 
Tanged  under  thofe  of  the  proportional  kind,  although  fome  prin- 
cipal requifites  be  wanting  to  engage  any  one  to  approve  of  their 
inftitution. 

It  appears  Rill  more  difficult  to  eftabliih  a proportional  tax  upon 
barter,  or  the  exchange  of  commodities  one  for  another,  unlefs  fale 
be  underRood.  This  would  be  the  cafe  were  a private  perfoiij  not 
fubjed  to  the  excife  upon  malt  made  in  his  own  houfe,  to  pay  in 
that  commodity.  He  would  nor  there  efcape  the  imputation  or 
fraud ; and  might,  with  propriety,  be  conRdered  as  a retailer.  I do 
not,  however,  doubt  but  examples  of  taxes  upon  barter  might  be 
found ; fome  even  occur  to  myfelf but  they  are  almoR  too  trifling 
to  mention 

The  laR  and  principal  requifite,  to  render  proportional  taxes  eafy 
and  light,  is  fale.  There  the  burden  muR  be  proportional  to  the 
buyers  purfe  ; and  if  it  prevents  the  confumption  of  the  thing  taxed, 
the  defed  will  manifeR  itfelT 

Of  tliefe  taxes  we  may  fay,  that  they  are  in  proportion  to  circu- 
lation; and  according^,,  we  fee  h-ow  difficult  it  rvas  to  raife  them, 

* Two  gentlemen  in  France  .exchange  cafks  of  their  wine,  they  are  both  obliged  to 
pay  a tax  upon  removing  the  wine  from,  their  cellar.  This  duty  is xalied  Rermage. 
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fo  long  as  circulation  remained  confined  to  the  fmall  quantity  of 
coin  in  the  country.  As  money  increafed,  both  by  the  increafe 
of  trade  and  alienations,  they  became  more  productive  ; and  were 
the  nature  of  them  rightly  underfiood,  and  were  they  properly  im- 
pofed,  they  would  foon  be  more  generally  adopted. 

In  treating  of  public  credit,  I have  faid  that  it  is  the  duty  of  a 
llatefman  to  augment  the  quantity  of  money,  in  proportion  as  he 
intends  to  multiply  taxes  on  his  people.  I fhall  now,  before  I cca- 
clude  this  chapter,  explain  the  meaning  of  what  was  there  thrown 
out  relatively  to  another  fubjeft. 

The  money  of  a country,  we  have  faid,  bears  no  determinate  pro- 
portion to  circulation  ; it  is  the  money  circulating,  multiplied  by  the 
number  of  tranfitions  from  hand  to  hand.  Again,  Ave  have  faid,  that 
the  prices  of  all  things  are  determined  by  demand  and  competition. 
The  meaning  of  this,  as  it  concerns  the  prefect  queftion,  is,  that 
in  proportion  to  the  competition  of  thofe  who  appear  with  money, - 


in  order  to  acquire  what  comes  to  market,  a larger  or  a fmaller  fum 
is  brought  into  circulation. 

Now,  according  to  the  principles  laid  down  in  the  firfi  chapter, 
we  faw  how  the  full  value  of  the  induftrious  feller’s  expence  and 
profit  were  made  up  to  him  in  the  fale  of  his  work ; and  if  he  even 
advanced  any  tax  upon  any  part  of  his  work  or  confumption,  that 
it  was  refunded  to  him  by  the  buyer,  who,  if  he  confumes  in  the 
light  of  an  idle  man,  pays  for  the  whole. 

Farther,  when  a proportional  tax  is  impofed,  we  faid  it  was,  m 
a manner,  as  if  the  ftate  interpofed  at  the  time  of  alienation,  and 
exacted  of  the  purchafer  a certain  value  in  money,  in  proportion  to 
the  commodity,  as  the  price  of -the  permiflion  to  acquire  what  his 
own  indtifiry  had  not  produced.  From  tins  1 drav/  the  foilov/iiig  con- 
fequence,  that  in  proportion  to  the  tax  an  additional  lum  of  money  is ' 
drawn  into  circulation,  which  would  otherwifc  have  remained  in 
the  pocket  of  the  purchafer  j confeqiiently,  on  impofing  propor-  ' 
tional  taxes,  they  cannot,  at  firfi,  exceed  that  proportion  of  money 
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which  is  found  in  the  pockets  of  the  confumers,  over  and  above 
what  they  ufed  to  pay  for  what  they  coniunied. 

The  rriith  of  this  propofition  is  eftablilhed  upon  many  fads. 
Firft,  in  countries  where  people  keep  their  money  locked  up,  pro- 
portional taxes  are  very  well  paid.  Hence  the  great  amount  of  the 
alcavda  and  ckntos  in  Spain,  wdiich  amount  together  to  14  fer  cent. 
upon  every  confecutive  alienation  of  the  commodities,  chiefly 
Mdeed  for  the  confumption  of  the  rich. 

Secondly,  When  excifes  -were  augmented  in  England,  in  the 
reign  of  King  William,  Davenant  tells  us,  that  the  price  of  the 
jxoods  excifed  fell. 

Thirdly,  When  a war  has  lafled  any  time  in  France,  taxes  ceafe 
to  be  fo  productive. 

Are  not  all  thefe,  and  many  other  appearances,  refolved  upon  the 
fame  principle,  viz.  that  taxes  mufl  come  out  of  that  money  whicli 
exceeds  what  was  neceffary  for  carrying  on  alienation  before  they 
were  impofed  ? 

In  Spain  they  draw  money  from  the  chefls  of  the  hoarders,  and 
increafe  circulation  for  a while. 

In  England,  during  King  William’s  wars,  the  quantity  of  money 
being  very  fmall,  and  trade  being  very  low,  the  tax  upon  malt 
could  come  out  of  no  other  fund  than  the  price  ufuaily  given  for 
barley. 

In  France,  people  are  better  acquainted  with  taxes,  and  the  great 
bulk  of  excifes  are  adminiftred  by  the  farmers,  who'  never  lower 
their  price  ; fo  that  the  diminution  of  the  mafs  of  coin  diminidies 
confumption. 

But  when  methods  can  be  fallen  upon  to  increafe  money  aceord- 
ing  to  the  ufes  found  for  taxes  will  continue  to  produce,  con- 

xumption  will  not  dimmiih,  and  circulation  will  keep  pace  with 
them^ 


CoUid  we  fuppofe,  that  before  the  impolition  of  taxes,  every  per- 
ion  ia  a liate  had  laid  it  down  as  a rule,  to  fpend  the  whole  of  his 
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income,  but  none  of  his  treafure,  in  the  confumption  of  -what  i^ 
brought  to  market,  it  is  plain,  that  in  a luxurious  nation,  taxes 
might  be  carried  fo  high  as  to  drav/  the  laft  farthing  of  the  treafure 
into  circulation,  even  though  4t  -were  fuppofed  to  exceed  the  value- 
which  demand  had  fixed  for  all  that  was  brought  to  market.  But 
without  a luxurious  turn  this  would  not  be  the  cafe.  There  are 
countries  abounding  with  coin,  which  it  is  impoflible  to  come  at  by 
proportional  taxes.  The  reafon  is  plain : the  value  which  demand 
fixes  upon  the  total  of  the  articles  of  confumption  expofed  to  fale  in 
the  country,  bears  but  a trifling  proportion  to  the  coin  which  remains 
locked  up.  This  was  the  cafe  in  ancient  Greece.  In  that  cafe,  pro- 
portional taxes  can  never  exhauft  the  treafure  ; becaufe  were  they 
to  be  made  high  upon  articles  of  the  firfl;  necefiity,  all  the  poor 
would  ftarve  ; if  upon  articles  of  fuperfiuity,  demand  would  flop. 

Proportional  taxes,  therefore,  can  only  be  raifed  in  proportion  to 
the  defire  of  fpending  money ; and  as  this  defire  depends  upon  the 
fpirit  of  the  people,  lo  muft  the  extent  of  taxes. 

Let  me  now  trace  a little  the  progrefs  of  money  brought  into  cir- 
culation by  proportional  taxes  in  a luxurious  nation.  I fhall  call 
the  value,  fixed  by  demand,  for  all  that  comes  to  market  (Y).  The 
fum  levied  in  confequence  of  the  alienation  of  it,  or  in  other  words, 
the  fum  of  the  proportional  taxes  (X).  And  the  whole  money  of 
tlie  country  (Z).  This  premifed,  it  will  follow,  from  what  has  been  ■ 
faid,  that  fb  foon  as  all  the  money  of  the  country  is"  brought,  into 
circulation,  then  (Z)  will  be  exactly  equal  to  the  film  of  (Y)  and  (X). 

Let  us  next  fuppofe  the  whole  alienation  to  be  made  at  once. 
Will  not  (Z)  then  immediately  appear  divided  into  (Y)  and  (X)  ? 
What  then  will  become  of  thofe  two  fums  which  we  fuppofe  to 
enter  into  circulation  at  the  fame  time  ? I anfwer,  that  (Y)  will  go 
entirely  free  to  tile  indiiftrious  feller;  that  it  is,  orfhouldbe,  nearly 
equal  to  the  former  value  of  v/hat  came  to  market  before  taxes 
were  impofed : and  that  (X)  is  an  additional  fum  drawn  from  the 
idle  confumers,  who  live  upon  an  income  already  made.  But  fup- 
pofe (X)  to  be  augmented,  until  it  exceeds  the  quantity  of  money 
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formerly  fuperfluous  for  carrying  on  alienation:  then  I fay,  that 
either  taxes  will  become  proportionally  lefs  productive,  or  con- 
firmers muft  melt  down  the  capital  of  their  funds  into  paper  mo- 
ney, to  the  amount  of  the  deficiency  of  (X)  ; and  this  will  fupply 
circulation  with  the  additional  fum  required  in  confequence  of  the 
impofition  of  taxes. 

Now,  I think,  it  is  a lucky  circumftance,  that  the  additional  fum 
of  taxes  fliould  be  paid  by  thofe  very  people  who  are  the  bell  able 
to  borrow  it  upon  their  funds. 

Let  us  proceed  to  examine  the  progrefs  of  (Y)  and  (X)  as  they 
continue  in  circulation.  (Y)  is  no  fooner  come  into  the  hands  of 
the  induftrious  feller,  but  he  has  occafion  to  go  to  market ; that 
moment  I confider  him  as  one  of  the  rich ; and  the  money  which, 
at  the  time  he  fold,  had  acquired  the  denomination  of  (Y),  now  re- 
fumes that  of  (Z).  When  he  comes  to  buy  a commodity  with  what 
was  formeidy  his  (Y),  there  is  immediately  a part  of  it  converted  into 
a ne\v  (X),  and  the  remainder  keeps  the  denomination  of  (Y)  in 
the  hands  of  him  from  whom  he  buys.  By  this  progrefs  it  is  plain, 
that  after  a certain  number  of  alienations,  or  tranfitions  from  hand 
to  hand,  the  whole  quantity  (Y)  will  be  converted  into  (X). 

Experience  ilrevv^s  this  to  be  the  fadt ; becaufe  the  amount  of 
taxes,  in  a ihort  time,  far  exceeds  the  value  of  all  the  money  of  a 


country. 


Let  us  next  follow  the  progrefs  of  (X). 

Upon  the  firft  alienation  of  any  part  of  what  comes  to  market  for 
the  confumption  of  the  proprietors  of  (Z),  a proportional  part  of 
(Z)  is  transformed  into  (X),  and  is  carried  into  the  public  coffers. 
Were  it  there  to  be  locked  up,  and  not  thrown  back  into  circula- 
tion, it  is  plain,  that  in  a fnort  time  the  wdiole  of  (Z)  would  be  con- 
verted into  (X),  and  would  be  firut  up  in  tlie  exchequer. 


AVhen  the  amount  of  taxes,  therefore,  is  fent  out  of  the  country 
in  time  of  war,  mull  not  this  produce  a iimilar  effect  ? Has  not  the 
exporting  tliat  amount  the  fame  effect  with  the  locking  it  up,  fince 
tjic  one  and  the  other  equally  take  it  our  of  circulation : Does  it  not 
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then  follow,  that  if  more  money  be  not  obtained,  either  by  borrow- 
ing it  back  from  ftrangers,  or  by  melting  down  more  folid  property, 
that  felling  miift  flop,  and  (Y)  difappear  as  well  as  (X).  The  rich, 
therefore,  mnft  give  over  buying,  and  the  proprietors  of  all  that 
comes  to  market  muft  deal  bv  barter  with  one  another. 

How  naturally  do  all  thefe  confequences  follow  one  upon  the 
other ! and  how  exactly  do  they  correfpond  to  the  principles  which 
run  through  that  part  of  the-  laft  book,  where  we  treated  of  banks 
and  public  credit ! 

Taxes  are  not  raifed,  at  this  time,  to  remain  in  treafures,  but  to  * 
anfwer  the  exigencies  of  the  Hate.  The  moment,  therefore,  that 
themoney  ariflng  from  thenpi  comes  out  of  the  public  coffers,  it  lofes 
the  character  of  (X)  and  refumes  that  of  (Z),  in  the  fame  manner 
that  (Y)  was  transformed  into  (Z),  by  being  brought  to  market  to 
buy  a commodity.  This  new  (Z),  as  we  may  call  it,  no  fooner 
returns  into  circulation,  than  it  becomes  again  converted  into  (Y) 
and  (X),  with  this  difference,  hov/ever,  that  what  came  from  the 
exchequer^  fo  far  as  it,  is  converted  into  (X),  returns  directly  into  it 
again. . 

Hence  it  follows,  that  ilates  commonly  pay  their  fervants  the 
full  of  their  falaries,  and  make  them  refund  a part  in  confequence 
of  cumulative  taxes,  inflead  of  proportionally  diminiihmg  wmat  is 
due  to  them.  And  when  the  falaries  themfelves  are  intended  to  be 
laid  under  poundage,  which  in  fadh  is  an  acdual  diminution  of  them, 
they  choofe  that  the  tax  fhould  appear  to  be  a deduction  out  of 
what  is  fuppofed  due  ; becaufe  it  feems  iefs  arbitrary  to  impofe.  a 
tax,  than  to  diminifh  a falary,  without,  a. fligning  any  reafonfor  it  ; 
but  indeed,  befides  this  reafon,  it  commonly  happens,  that  the  par- 
ticular appropriations  and  adminiftration  of  the,  revenue. render  that 
method  eafief. 

With  refpeCt  to  proportional  taxes  they  affect,  the  expences  of  the 
ffate  in  the  fame  mariher  as  thofe  of  individuals  ; with  th^s  dif- 
ference,, aa  we  have  faid,  that  the  part  (X)  returns  into  the  exchequer; 

bus 
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bL  the  part  (Y)  is  fairly  fpent  by  the  Rate,  as  by  the  idle 

F-om  wbat  has  been  faid,  we  may  gather  tne  principles  which 
lead  to  the  moll  extenfive  eftablifkment  of  proportional  taxes,  viz. 
either  to  draw  by  particular  regulations,  the  whole  real  and  grofs 
produce  of  land  and  work  to  market ; or  at  leaft  to  bring  it  unde^ 
the  eye  of  the  Hate,  in  confequence  of  fame  modification  or  manu^ 
fadure  performed  upon  it,  as  was  obferved  with  refpedho  malt- 
houfes,  mills,  and  public  ovens.  When,  by  fuch  contrivances, 
the  whole  grofs  produce  falls  under  taxation,  the  proportional 
taxes  mull  be  gently  laid  on,  and  gradually  raifed  until  they  begin 
to  interrupt  confumption  •,  then  they  mull  be  diminilhed  for  a 
while,  until  diffipatioli  increafes  ; a cafe  which  will  probably  hap- 
pen, as  it  commonly  keeps  pace  with  induftry. 

" If  we  fuppofe  the  rich  to  let  out  on  a plan  of  living  upon 
their  capitals,  iiillead  of  living  upon  their  incomes,  as  we  have 
hitherto  fuppofed,  then  indeed  taxes  may  augment  to  a degree  not 
to  be  ellimated.  This  combination  has  already  found  a place  in 
the  26th  chapter  of  the  fecond  book,  where  we  examined  it  with 
regard  to  the  progrefs  of  indultiqn  In  that  place  it  was  faid,  tnat 
in  proportion  to  credit  and  indullry,  it  might  be  polfible  in  the 
compafs  of  a year,  to  produce  commodities  to  the  value  of  the 
whole  property  of  the  molt  extended  kingdom.  Were  that  the 
cafe,  to  what  a height  might  not  taxes  he  carried  i 

(Y)  then  would  repreient  the  whole  value  of  the  counny,  and 
confequently,  (X)  would  fwell  in  proportion,  accci’ding  to  me 
competition  among  the  inhabitants,  to  purchaie  e\€iy  paitiv,U4.«r 
article.  Siibliftence  and  necefiaries  might  be  taxed  lOW  in  propor- 
tion to  the  abilities  of  thofe  of  the  lower  claiTes  j articles  of  luxury 
might  be  taxed  in  a higher  proportion,  in  order  to  draw  the  more, 
into  the  exchequer. 

Were  taxes  thus  carried  to  their  lumoft  extent,  fliil  every  pet 

in  the  ftate  mull  be  left  at  liberty  to  fave,  or  10  ipcncl  the  whole, 
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or  any  part  of  his  flock,  or  income ; which  is  not  the  cafe  when 
cumulative  taxes  are  impofed.  Proportional  taxes,  tho  carried  to 
their  utmoft  extent,  will  not  deprive  an  induftrioiis  man  of  his 
phylical-neceilary,  nor  of  the  reward  of  his  ingenuity,  nor  of 
that  rank  in  wealth,  to  which  his  birth  or  expence  entitles  him 

When  taxes  have  the  effedl  of  interrupting  this  harmony  of  ex- 
pence, of  reftraining  the  liberty  of  iquandering,  or  of  faving,  or 
of  oppreffing  one  fet  of  men  more  than  another,  in  all  fuch  cafes, 
they  are  improperly  impofed ; and  inltead  of  being  too  high,  as  it 
is  commonly  fuppofed,  I think  it  is  a demonftration  that  they  are 
really  lower  than  they  need  to  be.  The  clafles  of  men  in  a modern 
ftate,  refemble  the  horfes  in  a team.  When  every  horfe  draws 
fairly  and  equally,  the  whole  force  is  exerted  ; but  if  any  one  hap- 
pens to  be  drained  by  an  overcharge  thrown  upon  him,  the  force 
of  the  team  is  greatly  diminiflied. 

When  proportional  taxes  are  carried  to  their  full  extent,  I then 
prefume  every  one  will  be  obliged  to  pay  as  much  as  poffible  ; I 
do  not  mean  that  every  one  will  be  forced  to  pay  to  the  extent  of 
his  abilities,  but  I fay,  that  the  generality  will ; and  therefore, 
were  cumulative,  or  perfonal  taxes,  to  be  fuperadded  on  thofe  who 
already  pay  all  they  can,  they  would,  by  afrecling  them  unequally, 
deprive  many  of  their  phyiical-necefTary,  or  fmall  profits  ; and 
confequently  defcroy  the  proper  balance  of  their  competition. 
The  fetting  the  lower  clafles  free  from  cumulative  taxes,  -will 
only  have  the  eftecl  of  putting  the  growing  wealth  of  the  penu- 
rious and’ faving  part  of  the  iiiduftrious  inhabitants  out  of  the 
reach  of  taxation.  This  ought  in  good  policy  to  be  done,  as  has 
been  fhewn  in  another  place.  But,  farther,  we  have  obferved. 


that  taxes  can  only  be  increafed  in  proportion  to  the  fpirit  of  difll- 
pation  in  the  people.  To  force  money,  therefore,  out  of  the  hands 
of  thole  who  do  not  incline  to  fpend  it,  is  forcing  the  fpirit  of 


* A man’s  rank,  in  a modern  fociety,  feems  to  be  determined  more  according  to 
his  birth,  or  to  his  espence,  than  according  to  his  Ftcck,  or  income. 
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the  people ; and  if  not  tyranny,  is  at  leaft  great  feverity.  Befides, 
we  ihall  prefently  fhew,  how  thefe  favings  cannot  efcape  be- 
ing taxed,  whenever  they  begin  to  produce  an  income  ; and  al- 
lowing that  they  may  be  greatly  accumulated,  and  thrown  into 
trade,  yet  Rill  they  muR  in  one  way  or  other  appear  in  alienation, 
and  become  fubjed:  to  the  proportional  taxes.  The  only  part, 
therefore,  of  the  favings  not  aifecled  by  taxes,  will  be  confined  to 
that  which  is  locked  up.  This  in  a prodigal  nation  fhould  never 
be  touched.  The  inconveniencies  refuiting  to  the  Rate  from  fo 
fmali  an  inequality  of  taxation,  is  too  trifiing  to  be  attended  to^ 
and  too  difficult  to  be  prevented. 

I come  next  to  examine  the  extent  of  cumulative  taxes. 

If  we  fuppofe  the  proportional  taxes  to  be  carried  to  their  full: 
extent,  there  will  be  little  place  found  for  the  cumulative,  as  has 
been  faid.  The  only  objects  left  for  them  are  the  favings  locked 
up,  and  the  pure  profits  upon  trade. 

But  let  us  fuppofe  proportional  taxes  out  of  the  queRion,  as  they 
muR  be  when  contrary  to  the  fpirk  of  a particular  nation ; and 
then  inquire  into  the  principles  which  regulate  the  impofition  of 
cumulative  taxes,  in  order  to  difcover  to  what  extent  they  may  be 
carried,  and  what  confequences  may  follow  when  they  are  brought 
to  a height. 

This  branch  has  two  objects  ; firR,  income,  which  is  deter- 
minate ; fecondly,  profits  from  induRry,  which  are  and  mufl  be 
very  uncertain. 

Income,  I divide  into  t\vo  forts  ; that  which  proceeds  from  every 
branch  of  folid  property,  capable  of  producing  it  r Land,  houfes, 
even  cattle,  furniture,  &c.  all  may,  in  fome  refpecls,  produce  an 
income,  more  or  lefs  permanent  according  to  circumRances.  This 
fort  of  income  is  eRabliflied  by  leafe.  The  fecond  fort  is  the  in- 
tereR  of  money,  conflituted  by  the  contract  of-'loan. 

In  impofing  cumulative  taxes  upon  income,  it  is  very  proper  to 
confider  the  nature  of  every  fpecies  of  it,  with  refpeft  to  Rability. 
Ijinded  property  is  fixed,  and  can  not  efcape  taxation,  were  the  tax 
7 ' to 
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to  be  carried  to  tlie  extent  of  the  full  income,  as  has  beenobferved. 
Were  the  fame  proportion  to  be  laid  on  houfes,  they  would  foon 
fall  to  ruin,  becaufe  the  annual  proprietor  would  not  keep  them 
up.  Like  circumitances  muft  be  attended  to,  in  taxing  every  other 
article  of  revenue. 

The  method  of  afcertainiiig  the  value  of  this  kind  of  property, 
is  to  oblige  all  leafes  to  be  recorded,  under  a fufficient  penalty. 
This  is  the  method  in  France,  for  the  fake  of  the  sontrolc,  which  is 
exadled  upon  recording  them  5 and  this,  no  doubt,  facilitates  the 
raifing  of  the  twentieth  penny,  which  operates  upon  all  fuch 
incomes. 

The  value  once  afcertained,  the  xvhole  income  is  at  the  mercy  of 
the  ftate,  in  proportion  to  the  impoffibility  of  avoiding  it,  by  any 
change  on  the  nature  of  the  fund.  It  is  from  this  circiimftance 
that  I call  all  fuch  taxes  arbitrary  impoiitions.  And  I call  them 
alfo  cumulative  ; becaufe  the  reafon  given  by  the  ftatefnian  for  im- 
pofing  them,  is,  that  it  is  jufl  every  one  fhould  pay  a general  tax, 
for  the  fiipport  of  the  fcate,  in  proportion  to  his  abilities. 

As  thefe  taxes  cannot  be  carried  beyond  the  value  of  the  income 
which  the  proprietor  cannot  withdraw  from  under  the  burden,  vce 
fee  the  impoilibility  of  eftablifhiog  them  upon  that  income  which 
proceeds  from  money.  If  a tax  of  fo  much  per  cent,  be  impofed 
upon  money  lent  at  interefl: ; the  lender  may  immediately  call  in  his 
capital  from  his  debtor,  and  fend  it  away  beyond  the  reach  of  the 
tax.  If  the  calling  it  in  be  prohibited,  then  all  credit  is  deftroyed 
for  the  future,  and  no  more  money  will  be  lent.  If  the  ftatef- 
man  fliould  incline  to  profit  of  the  advantage  found  in  fecuring 
money  upon  land-property ; and  if,  trailing  to  the  defire  monied- 
people  have  of  fettling  their  capitals  in  that  vtay,  he  fliould  take  one 
or  more  per  cent,  upon  capitals  fo  feciired  ; it  will  ftill  have  the 
effecl  of  hurting  the  credit  of  landed  men,  who  have  frequently 
no  good  fecurity  but  their  land  to  give. 
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It  was  formerly  the  praaice  to  allow  the  landlords  to  retain  tr 
part  of  the  intereft,  in  conlideration  of  the  tax  they  paid  upon  that 
part  of  their  land,  which  was  pledged  for  the  fecurity  of  the  money 
borrowed  ; but  when  credit  is  once  eRablillied,  that  regulation  has 
no  other  effea,  than  to  oblige  them  to  borrow  fo  much  dearer  ^ 
than  other  people,  wdio  have  no  retention  to  claim.  Where  indeed 
credit  is  precarious,  fuch  a regulation  would  be  a premium  for  good; 
fecurity. 

In  general,  I believe,  we  may  fafely  determine,  that  all  attempts 
to  lay  a tax  upon  the  income  of  fo  fluctuating  a property  as  money,, 
where  the  capital  is  demandable,  will  prove  unfuccefsful. 

The  cafe  is  diiFerent,  when  the  capital  is  not  demandable,  as  has 
been  obierved  in  the  end  of  the  8th  chapter  upon  public  credit 
where  we  were  fuggefting  a reafon  for  taxing  the  intereft  of  na- 
tional debts,  when  grown  up  to  the  full  amount  of  all  the  income 
of  a country.  But  a material  diftinction  was  there  made,  between. 
thofe  debts  which  were  fuppofed  to  be  confolidated  into  a perma.- 
nent  property,  and  new  contracts  wliich  were  to  be  confidered  as^ 
debts  upon  that  property. 

We  fee,  therefore,  the  extent  of  cumulative  taxes  upon  pof- 
feflions  which  produce  an  income.  Let  us  next  examine  how  they 
may  be  made  to  affecft;  other  articles. 

We  have  obferved  how  improper,  and  how  contrary  to  princi- 
ples it  is,  to  impofe  proportional  taxes  upon  thofe  branches  of  fale,. 
which  do  not  change  the  balance  of  wealth  between  the  con- 
tracting parties.  Yet  cumulative  taxes  may  then  take  place 
becaufe  there  is  no  reafon  to  make  them  general,  or  propor- 
tional. 

When  lands,  for  example,  carry  titles  along  with  them,  as  is. 
the  cafe  in  many  countries  j and  when,  as  with  us  in  Scotland, 
they  carry  a right  to  vote  for  a member  of  parliament,  a very 
heavy  tax  might  be  impofed  upon  the  alienation  of  them.  The  fame 
may  be  foid  of  every  other  eftate  which  requires  a feudal  invefti- 
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ture  to  compleat  the  right.  Thus  the  Lads  et  vente  in  France,  which 
is  a portion  of  the  price  of  fuch  lands  due  to  the  fuperior  or  lord- 
paramount  of  the  fee,  amounting  in  many  cafes  to  the  fixth  part 
of  the  price,  is  a hint  for  a cumulative  tax  to  be  raifed  upon  the 
alienation  of  this  kind  of  property. 

Were  cumulative  taxes  properly  laid  upon  perfonal  fervice,  a re- 
gularity in  levying  them  at  fhort  intervals,  and  according  to  fome 
determinate  proportion,  would  do  a great  deal  towards  communi- 
cating to  them  all  the  advantages  of  thofe  of  the  proportional  kind.  _ 

Thus  a tax  laid  upon  thofe  who  work  by  the  day,  may  be  levied 
in  fuch  a manner  as  to  be  tolerably  eafy.  A penny  a day  (or  more 
if  neceffary)  paid  by  every  induftrious  man,  regularly,  once  a week, 
would  foon  enable  him  to  raife  his  price  in  that  proportion.  But- 
then  deductions  mull  be  allowed  for  all  accidental  impediments; 
and  were  a plan  to  be  concerted,  many  other  conhderations  would 
enter  into  it,  which  it  would  be  fuperfluous  here  to  mention,  and 


w^hich,  perhaps,  may  occur  in  another  place. 

The  two  articles  which,  in  analizing  the  extent  of  proportional 
taxes,  \ve  obferved  had  efcaped  that  impofition,  to  wit,  money 
locked  up,  and  the  pure  profits  on  trade  conftantly  accumulated 
into  the  flock,  are  ec^ually  ill  adapted  to  beai  a cumulative  tax.  I- 
can  fee  no  way  of  taxing  money  locked  up,  any  more  than  mmney 
lent,  w^ithout  opening  a door  to  the  greateft  oppreffion.  And  to 
the  pure  profits  on  trade,  although  they  appear  to  be  income,  I 
rather  confider  them  as  flock,  which,  according  to  principles,  ought 
not  to  be  taxed.  My  reafon  for  not  confidenng  them  as  income,  is 
becaufe  we  have  fuppofed  them  to  be  accumulated  by  the  merchant 
into  his  trading  flock.  They  refembie  the  annual  fhoots  of  a tree, 
which  augm-ent  the  mafs  of  it,  but  are  very  different  from  the  feed 
or  fruit  which  is  annually  produced,  and  is  annuahy  leparated 
from  it.  If  they  are  fpent  by  the  merchants,  then  they  are  un- 
doubtedly income,  and  wnll  be  affected  by  proportional  taxes  , but 
as  they  may  alfo  not  be  fpent,  and  become  frock,  the  cumulative 
tax  will  affedl  them  in  both  cafes*.  " 
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CHAP.  IX. 

'T’he  coftfeque^Kes  of  an  Abolition  of  Taxes. 

AVING  endeavoured  to  deduce  the  principles  of  taxation,  by 

f— 

J.  examining  the  combinations  which  occur  when  we  fuppofe 
it  augmented  to  the  higheft  degree,  I mufi:  now  look  for  nev/ 
combinations,  which  will  fugged;  themfelves  upon  examining  the 
confequences  of  a total,  or  a partial  abolition  of  taxes. 

So  far  as  taxes  are  abfolutely  neceiTary  for  the  fupport  of  govern- 
ment, no  body,  I fuppofe,  can  wifli  to  fee  them  aboliihed.  The 
objeft,  therefore,  of  a ftatefman’s  attention  in  levying  taxes  for  in- 
difpenfable  national  purpofes,  fnould  turn  upon  the  principles  we 
have  been  examining.  What  now  follows  relates  to  the  confe- 
quences  of  abolifning  taxes  once  eftablifhed,  fo  far  as  it  proves  a 
revolution  in  the  ©economy  of  a Hate.  This  will  lead  us  to  examine 
the  confequences  of  taxes,  confidered  as  voluntary  public  contri- 
butions, independently  of  the  abfolute  neceffity  of  raiding  them  to 
fupply  the  exigencies  of  the  flate.  We  are  therefore  to  examine  the 
confequences  of  fo  great  a change  to  the  whole  body  of  the  fociety, 
confidered  as  a nation,  which  requires  a public  Hock,  to  which  it 
may  have  recourfe  upon  every  extraordinary  occafion. 

When  the  intereft  of  a whole  people  is  examined  with  refped  to 
taxes,  they  may  very  properly  be  divided  into  the  following  dalles. 

imo,  Thofe  xvho  receive  the  amount  of  taxes,  viz.  the  creditors 
and  fervants  of  the  Hate,  and  thofe  to  whom  they  give  employ- 
ment. 

2.do,  Thofe  who  advance  the  taxes,  viz.  all  the  different  clalfes  of 
the  iiidullrious. 

3^3,  Thofe  who  pay  the  taxes,  viz.  all  the  rich  and  idle;  or,  in 
other  words,  all  thofe  who  cannot  draw  back  what  they  have  paid. 

In 
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In  thefe  clafies  are  comprehended  thofe  who  pay  the  taxes,  and 
thofe  who  receive  the  amount  of  them  ; confequently,  in  whatever 
concerns  taxes,  the  common  intereft  of  the  whole  taken  together  is 
what  muft  regulate  the  conduft  of  the  ftatefman. 

In  order  to  determine  this  firft  and  general  queftion,  viz.  the  coii- 
fequence  of  aboliihing  taxes  relatively  to  the  cumulative  intereft  of 
a whole  ftate,  it  is  proper  to  inquire, 

imo.  What  will  be  the  confequence  of  aboliihing  taxes,  relatively 
to  thofe  who  now  receive  the  amount  of  them,  viz.  the  creditors  and 
fervants  of  the  public,  and  thofe  to  whom  they  give  employment. 

2.do,  Vvhat  v/ill  be  the  confeqtiences  of  aboliihing  taxes  relatively 
to  trade,  induftry,  and  manufaclures : that  is,  whether  thefe  great 
objects  are  carried  on  to  moft  advantage,  when  every  individual 
contributes  largely  in  providing  a fund  to  be  adminiftred  by  a ftatef- 
man ; or  when  no  body  contributes  any  thing,  but  when  every  one 
retains  the  whole  of  liis  income,  and  the  profits  of  his  induftry, 
and  difpofes  of  them  as  he  thinks  proper. 

pio,  Y/hat  will  be  the  confequence  of  aboliiliing  taxes,  relatively 
to  that  part  of  the  people  who  now  complain  that  they  are  forced  to 
contribute  to  every  tax,  although  by  their  exclufion  from  the  emo- 
luments of  lucrative  employments,  they  bear  a greater  burden  than 
others  not  better  entitled  to  exemption,  who  tnereby  profit  at  their 


expence  ? 

To  determine  fo  intricate  a queftion,  feveral  combinations  of 
circumftances  muft  here  be  examined,  and  from  the  particulars 
refulting  in  every  cafe,  we  Cnall,  towards  the  end  of  this  chapter, 
endeavour  to  point  out  the  general  conclufion.  I begin  by  examin- 
ing the  confequences  arifing  to  the  creditors,  and  to  thofe  who 
ferve  the  ftate,  from  the  ceflation  of  thofe  expences  winch  flow 
from  the  produce  of  taxes,  either  in  paying  the  intereft  of  debts,  or 
in  defraying  the  whole  adhial  expence  of  government. 

As  to  the  creditors,  this  queftion  has  been  already  difeufted.  Vv"e 
have  feen  that  the  withholding  the  intereft  due  to  them  would  nave 

the  confequence  of  bringing  on  fuch  a convulfion  in  the  ftate,  by  the 

breach 
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leach  of  faith,  and  ruin  of  public  credit,  as  would  throw  every 
thine  into  confufton.  But  with  refpeft  to  the  fervants  ot  the  ftate, 
we  niuft  inquire,  whether  the  raifing  taxes  for  defraying  'this 
article  of  expence  be  more  hurtful  to  the  people  m general,  than 
the  confequences  of  fuch  a revolution  in  circulation  and  employ- 
ment, which  would  follow,  if  the  taxes  were  to  be  fupprelTed,  and 
the  fervants  employed  by  the  ilate  difmiiTed. 

When  the  neceffity  of  raifing  taxes  is  out  of  the  queftion,  the  hurt 
they  do  in  general  to  a country  is  when,  by  the  impofition,  the 
money  is  taken  out  of  thofe  hands  who  would  have  employed  it 
for  the  advancement  of  tne  profperity  of  the  fcate,  in  Oidei  to  throw 
it  into  thofe  who  will  employ  it  otlierwife.  From  this  let  us  now 
draw  fome  conclufions, 

ir/io,  That  if  money  be  taken  from  thofe  who  would  have  em- 
ployed it  in  feeding  themfelves,  and  in  contmumg  their  mduftry, 
the  ceffation  of  fuch  a tax  is  in  a manner  giving  bread  to  thofe  v/ho 

are  llarving. 

2do,  If  money  were  to  be  taken  from  thofe  who,  having  more 
than  bare  neceffaries,  would,  by  its  ufe,  increafe  the  demand  for 
domeftic  indudry,  and  were  that  money  beftowed  on  a fet  of  men 
who  would  employ  it  in  the  purchafe  of  foreign  commodities  ; the 
ceffation  of  taxes,  in  fuch  a cafe,  would,  fo  far,  take  the  bread 
out  of  the  mouths  of  foreigners,  and  give  it  to  our  own  countiy- 

' men. 

The  abolition  of  the  iirft  fpecies  of  taxes  is  advantageous  to  a date 
in  every  combination,  let  the  money  arifmg  from  it  be  ever  fo  well 
employed.  As  to  die  fecond  fpecies,  the  abolition  is  not  neceffary  , 
becaufe  the  vice  lies  only  in  the  mifapplication  of  the  amount. 

Let  us  then  fuppofe  taxes  to  become  unneceffary,  and  ail 
thofe  of  the  hurtful  kind,  depriving  the  induftrious  of  bread,  and 
enriching  foreigners  at  the  expence  of  citizens,  to  be  taicen  off. 

Suppofe  that  after  all,  there  fliould  dill  remain  more  taxes  than 
are  fufficient  for  fupplying  all  the  neceffary  charges  of  govern- 
ment, when  adminidred  with  prudence  and  with  oecongmy, 

that 
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that  this  furpitis  is  beftowed  in  gratifying  individuals,  beyond  the 
value  of  all  the  fervices  they  do  the  Hate : I afk  whether  this  fiiper- 
fluGus  expence  is  immediately  to  be  cut  oft,  and  taxes  diminifhe4 
in  proportion ; or  whether  it  would  not  be  more  proper  to  let  the 
taxes  lubfift,  and  to  think  of  a better  method  of  applying  the  amount 
of  them  ? 

I anfwer,  that  according  to  the  flate  of  the  queftion,  the  body  of 
the  people,  who  are  all  m.ade  to  contribute  towards  the  enriching  of  a 
few  of  their  number,  may  juftly  complain  of  the  inequality  of  their 
condition,  and  have  a title  to  demand  an  abolition  or  theii  taxes, 
unlefs  it  can  evidently  be  made  appear,  that  by  granting  their 
requeft,  there  would  follow  a prejudice  to  the  ftate,  which  would 
affecT  their  own  interefls  as  individuals. 

To  difcover  how  far  this  may  be  the  cafe,  let  us  form  as  many 
combinations  as  we  can,  relative  to  the  eiFeas  of  diminiihing  taxes, 
and  candidly  examine  the  moil  natural  confequences  of  every  one. 
If  we  find  that  the  mafs  of  a people  gam,  in  genei  al,  more  than 
they  lofe  by  paying  taxes  impofed  with  moderation  and  propriety, 
and  ftill  more  if  it  appears  that  their  eafe  and  profperity  depend 
upon  the  levying  and  expending  of  fuch  taxes  ; I tnink  we  may  con- 
clude, that  all  diminutions  of  them  which  hurt  the  intereft  of  the 
greater  body,  are  in  general  hurtful  to  the  fociety. 

Let  me  firft  fuppofe  a general  reform  of  all  unneceiiaiy  expence 
to  take  place  at  once,  and  a proportional  abolition  of  taxes  to  go 
hand  in  hand  with  it.  Would  not  all  thofe  who  at  prefent  fubfift 
by  the  fuperfluous  expences  of  government,  be  reduced  to  mifery  r 
Would  not  all  thofe  who  fupply  unnecelTary  wants,  equal  to  the 
whole  ammunt  of  the  taxes  fupprefled,  be  forced  to  be  idle  in  pro- 
portion ? The  millions  who  contribute  in  paying  thofe  fums  would 
be  differently  affecfed.  Thofe  who  pay  out  of  a nXvd  and  ceitaiii 
income,  would  feel  an  immediate  benefit  from  it ; thofe  who  con- 
tribute by  proportional  taxes  wmuld  alfo  be  gainers,  pio\iding  they 
be  of  the  idle  clafs ; but  all  the  induftrious  womd  lOie  in  propor- 
tion, if  the  prices  of  fubfifience  fhould  not  rail  witn  the  dimi- 
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f .T.pn-  taxes  Ail  the  manufacturers  of  exdfeable  goods, 
XTad  been  ufed  to  as  we  have  obferved  would 

lin  confxderably.  For  the  diminution  of  the  taxes  would  be  total 
s to  them  though  not  to  their  cuftomers ; becaufe  traders  would 
never  want  pretences  for  keeping  up  the  price  of  their  commodities 
beyond  the  proportion  of  what  it  ought  to  be,  when  duties  are 

I decide  with  the  greater  certainty  as  to  this  particular,  from  the 
analogy  it  bears  to  the  confequence  of  changing  the  denominations 
of  the  coins  in  France,  which  long  experience  Ihews  never  to  have 
the  immediate  efFecl  of  regulating  prices  proportionally. 

But  as  are  here  confidering  the  confequences  of  a fudden  abo- 
lition of  taxes,  let  us,  for  a moment,  confider,  with  an  eye  of  hu- 
manity, the  fcenes  xvhich  xvould  unavoidably  open  to  our  view, 
both  in  the  formerly  opulent  habitations  of  thofe  who  were  wont 
to  wallow  in  public  money,  and  in  the  comfortable  dwellings  of 
many  others  of  every  denomination,  who,  either  as  the  reward  of 
merit,  or  as  the  rccompence  of  painful  induftry,  had  fupplied  the 
wants  of  ufelefs  armies,  navies,^  arfenals,  dock-yards,  &c.  for- 
merly paid  out  of  taxes,  now  abolihied,  and  who  tnereby  had  fub- 

filled  and  brought  up  their  families. 

Are  not  all  thefe  children  of  the  fate  ? Flave  they  not  had  fathers 
and  mothers  who  have  been  greatly  relieved  by  procuring  fuch 
outlets  for  them?  Have  they  not  children  who  are  educated  and 
brought  up  with  the  amount  of  their  faiaries,  anu  piofts  of  tneii 
fervice  ? Have  they  not  had  people  of  every  clafs  of  induihy,  who 
have  gained  their  bread  by  providing  for  their  wants,  \\hile  tUv) 
were  fupplying  thofe  of  the  fate,  now  become  fuperfluous  r In  one 
wmrd,  does  not  the  money  they  receive,  circulate  and  return  to  the 
erand  river,'  as  I mav  call  it,  in  the  fame  manner  as  that  of  other 
members  of  the  fate  ? 

For  thefe  reafons,  I fay,  that  taxes  once  properly  impofed,  and 
brought  to  circulate  through  a certain  channel  for  a long  time,  can- 
not, Jiiddaily,  be  fuppreiTed,  without  occafoning  far  greater  mifety 
j and 
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and  dillrefs  than  can  arife  from  them,  wlien  levied  with  any 
degree  of  intelligence.  This  is  nowife  peculiar  to  the  fappreflion 
of  taxes ; it  is  equally  the  fame,  in  every  fudden  revolution  of 
property.  When  the  Templers  were  univerfally  rooted  out  of 
Chrillendom,  who  doubts  of  the  affli<5tions,  mifery,  and  dillrefs, 
which  followed  to  every  clafs  of  inhabitants  employed  by  them, 
in  every  kingdom  in  Europe  ? Could  fo  large  a confumption  as 
that  of  fo  great  an  order  ceafe  at  once,  without  drawing  along 
with  it  numberlefs  inconveniences  ? Did  not  the  reformation  itfelT 
otherwife  fo  great  a blelilng,  llarve  a multitude  of  poor  w^ho  were 
fed  by  the  monaflries  I Did  not  the  fecularization  of  fo  many  eccle- 
liallical  benehces  do  great  prejudice  to  many  families,  by  blotting 
out  an  infinity  of  ways  of  procuring  an  eafy  livelihood  for  their 
children  ? Let  thofe  who  do  not  feel  the  truth  of  what  1 here  ad- 
vance, examine  the  Hate  of  the  proteilant  nobility  in  Germany, 
where  you  find  the  fame  hardlliips  Hill  fubfilling,  though  in  a 
degree  much  inferior  to  what  it  muft  have  been  at  the  time  of  this 
fudden  revolution,  which  took  bread  from  thoufands  of  the  younger 
fons  of  noble  families. 

Such  revolutions  have  happened  ; fuch  inconveniences  have  been 
felt : but  they  were  not  the  deliberate  act  of  any  particular  ftatef- 
man.  They  were  the  effect  of  thofe  convulfions  which  the  human 
pafiions  occafion.  No  body  can  jiiftly  impute  them  as  neceffary  con- 
fequences  of  a reformation  in  religion.  But  let  any  fiatefnian  now, 
from  a cool  refleffion  upon  the  unneceffary  load  of  employments 
in  church,  Hate,  army,  navy,  finances,  and  law,  and  from  a prin- 
ciple of  dillributive  juftice,  abolilli  at  once  all  that  is  fuperfluous, 
and  the  taxes,  at  the  fame  time,  out  of  which  the  emoluments  arife, 
he  Avill  very  foon  fet  before  the  eyes  of  his  people,  fuch  a fcene  of 
compaffion,  as  will  quickly  blot  out  the  remembrance  of  the  favour. 

We  fhould  not  then  find  fome  individuals  reduced  to  want,  but 
numerous  families  ; not  a parcel  of  beggars  ffarved,  but  iiiduftrious 
manufaffurers  ; not  a fet  of  ecclefiaftics,  who  from  their  Hate  of  celi- 
bacy and  retreat,  appeared  already,  in  a manner,  feparated  from 
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rhe  commonv^enlth,  but  a multitude  of  people  connected  by  mar- 
bv  focietv,  and  by  all  the  tender  bonds  which  unite  man- 
K "d  ’ Such  a fcene,  I fay,  would  not  fail  to  excite  compaffion 
heart  of  thofe ’very  men  in  whofe  favour  the  defolation  was 
To  blbrought  on ; and  the  Hatefman  would  thereby  lofe  the  whole 
rxierit  of  his  ill  judged  zeal  for  diftributive  juftice,  and  be  confidered 
[n  the  moll  unfavourable  light  that  paffion  or  prejudice  could 

fiiggeft. 

This  is  a digreflion  introduced  with  no  intention  to  fatoura  mii- 
applieation  of  public  money,  but  to  point  out  how  far  a reforma- 
tion in  this  particular  is  a delicate  operation. 

A good  phyfician  never  attacks  a difeafe  by  violent  remedies,  when 
mild  ones,  with  time,  may  be  made  to  pmduce  the  fame  elFea. 
Nothing  can  refemble  an  ingrained  difeafe  m a human  body,  more 
than  an  ingrained  vicious  habit  in  a Hate.  The  fpirit  of  a nation  is 
influenced,  as  has  been  faid,  by  the  adminiftration  of  its  govern- 
ment. So  large  a fum  of  mifapplied  money  creates  a political  dif- 
eafe which  mull  be  purged  away  by  degrees  ; and  new  doors  mull 
be  opened  to  receive  thofe  whofe  former  mediod  of  fubMence  is 

thereby  intended  to  be  cut  off.  _ ^ 

Let  me  next  examine  the  confequence  of  a gradual  and  mienfible 

reduaion  of  taxes-,  relatively  to  trade,  induftry,  and  manufactures. 

It  would  be  both  tedious  and  fuperfluous  to  trace  tlie  fteps  by 
which  fuch  an  operation  ought  to  be  conducted.  Let  me  fuppofe  it 
complcat ; but  let  it  not  be  fo  very  gradual  as  to  blot  out  all  remem- 
brance of  the  age  of  taxes,  and  of  their  effeas. 

We  have  fufiiciently  analized  the  whole  progrefs  of  circulauon  ^ 
we  have  fhewn  how  it  mufl  conftantly  be  in  proportion  to  aliena- 
tion, and  how,  when  deficient,  induftry  fuffers  a check.  Even 
when  peace  is  reftored  after  an  expenfive  war,  we  have  fhewn  how 
circulation  diminifties,  from  the  abatement  of  public  expences,  how 
money  ftagnates,  and  how  it  is  confolidated  upon  property  of  a moie 
permanent  nature. 
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Let  us  now  apply  thefe  principles  to  the  queftion  before  us.  Let 
taxes  be  aboliilied  ever  fo  gradually,  the  circulation  of  the  exche- 
quer muft  ceafe  in  proportion  ; confequentb/,  the  whole  alienation, 
and  the  whole  indufcry  which  is  the  object  of  that  alienation,  muft 
ceafe  alfo.  The  money  iffued  from  thence  at  prefent,  continues  its 
progrefs  from  hand  to  hand,  and  all  is  found  neceffary  for  circu- 
lation, in  this  age  of  taxation,  as  we  have  called  it..  What  a deal 
©f  iiiduftry  is  miplied  in  the  circulation  of  a fum  equal  to  all  the 
taxes  ! Let  thofe  who  choofe  to  calculate,  ftate  the  following  pro- 
portion, becaufe  I will  not  here  interrupt  my  fubjecl. 

As  the  whole  money  of  the  country  is  to  all  the  alienations  per- 
formed by  it,  fo  is  the  fum  of  taxes  to  tliat  part  of  alienation  which, 
will  fall  with  them. 

If  a gradual  diminution  of  raxes  muft  have  the  effeft  of  extin- 
guifhing  fo  much  induftry,  it  will  have  tlie  efFea  of  ftarving  the 
induftrious  who  lived  by  it.  But  before  they  ftarve,  the  price  of 
work  muft  fall  below  the  price  of  the  narroweft  fubfiftence : becaufe 
the  never  failing  foreign  demand  for  fubfiftence,  will  keep  it  above 
the  rate  of  their  llender  abilities,  as  long  as  any  trade  remains. 

To  imagine  a foreign  outlet  for  cheap  manuiaauies,  w^hiie  thu 
fubiiftence  of  w.^orkmen  is  at  par  with  other  nations,  io  agamft 
all  principles  ; as  it  is  againft  experience,  to  fee  a country  without, 
revenue,  and  without  taxes,  carrying,  on  with  fuccefs  the  opera- 
tions of  induftry  and  foreign  trade.  ^ 

Compare,  therefore,  the  lituation  of  fuch  manufacturers  w itlu 

thofe  in  the  age  of  taxes.  Compare  thofe  who  w’-ould  augment  a 
fupply  far  beyond  all  the  demand  for  it,  with  thofe  wdio  are  paying 
laro-e  taxes,  and  as  regularly  drawing  them  back,  eitner  upon  the 
fale  of  their  work,  or  in  confequence  of  wages  which  enaole  them 

to  he  idle  two  or  three  days  in  a wcCaC. 

In  fuch  a fituation,  how  ardently  would  the  former  wim  to  fee- 

the  idle  confumers  furnidimg  again  a copious  fupply  or  money  to 
government,  for  removing  fuch  inconveniences.  They  woulo,  then, 
quickly  perceiwe  that  they  had  not  been  of  that  clafs  which  had. 


5,-0  AN  INQUIRY  INTO  THE  PRINCIPLES  Book  V. 

feP  the  load  of  taxes  ; they  would  recal  to  mind  the  joyful  hours 
thev  had  fpent  in  public  houfes  ; the  fortunes  which  every  induf- 
tr'ious  man  might  hope  to  accumulate,  while  every  branch  of 
induflry  was  kept  alive,  by  the  means  of  a copious  circulation. 

If  therefore,  the  induftrious  claffes  of  a people  cannot  be  bene- 
lited  by  an  abolition  of  taxes  j let  us  next  inquire,  to  whom  the 
advantage  would  accrue. 

It  has  been  faid,  that  the  idle  confumers  pay  all  taxes  of  the  pro- 
portional kind ; the  proprietors  of  lands,  houfes,  &c.  bear  every 
where  a very  large  fliare  of  taxes  both  proportional  and  cumulative. 
This  clafs  of  men,  therefore,  are  thofe  who  bid  the  fairell  to  reap 
a benefit  from  an  abolition  of  them.  But  the  proprietors  of  lands 
are  by  no  means  included  in  the  clafs  of  idle  confumers,  in  every 
refpecf  ; altho’  they  may  be  confidered  in  that  light,  with  refpect 
\ , to  fuch  taxes  upon  their  confumption  as  they  do  not  draw  back 
\from  their  direcT  induftry,  in  producing  fome  manufadure  which 
fc  / \ <\iiey  mav  fell  again,  with  a profit  proportional  to  the  tax  they  paid. 

(iS  ]- jrhey  are  matters  of  a property,  which,  in  a country  of  induttry, 
|l  daily 'augmenting  in  its  value.  Their  fortunes,  often  fwell 

'^^^Jrafter  than  thofe  of  any  one  clafs  of  the  induftrious  ; but  they  aug- 
ment  by  annual  income ; the  fortunes  of  all  the  reft,  increale  by 
the  capital.  Every  penny  raifed  in  a landlord’s  rent,  is  equivalent 
to  half  a crov/n  gained  by  a merchant. 

If  it  be  true  that  taxes,  rightly  impofed,  do  no  prejudice  to  any 
of  the  manufacturing,  or  any-wife  induftrious  clafles  of  a people ; 
and  if  it  be  true,  that  an  abolition  of  thofe  taxes,  by  contracting 
circulation,  would  difcourage  induftry  ; then  we  may  determine 
that  the  landlords  would  lofe  much  more  in  finding  the  improve- 
ment of  their  lands  interrupted,  than  all  they  can  gain  by  adding 
their  taxes  to  their  prefent  fortunes. 

Combinations  of  this  fort  are  fo  involved,  that  I cannot  pretend 
to  unfold  them  ftep  by  ftep,  as  might  be  done  in  cafes  of  a more 
fimple  nature.  The  conclufions  therefore  drawn  from  refearches  of 
this  kind,  do  not  command  that  afifent,  which  we  find  in  a man- 
ner 
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ner  extorted  from  us  upon  other  occafions.  In  this  chapter,  I have 
not  undertaken  to  deinonflrate  that  the  judicious  impolition  of 
taxes  is  advantageous  to  a country  in  every  refped:.  My  view  is  to 
point  out  the  advantages  they  actually  have.  The  common  opinion 
is  that  they  are  hurtful.  Our  feelings,  however,  have  raifed  doubts 
with  many  great  men  concerning  the  truth  of  that  propofition. 
If  my  inveftigations,  however  imperfe(5t,  and  however  liable  to 
objections,  ihould  facilitate  to  others  the  clearing  up  a point,  vdiich 
is  beyond  the  reach  of  my  capacity  to  extricate,  this  conlideration 
will  be  a fufficient  encouragement  for  me  to  proceed. 

Let  me,  therefore,  lay  afide  the  thoughts  of  analizing  the  effeCls  of 


taxes,  with  fuch  accuracy  as  to  form  a demonftration  of  their  being 
more  beneficial  than  hurtful  to  an  indullrious  nation,  and  that  the 
throwing  them  back  into  circulation  does  more  good,  than  the 
railing  them  does  harm.  But  let  me  fhew,  in  general,  tha:  the 
intereft  of  landed  men,  who,  I think  have,  beyond  all  doubt,  been 
proved  to  be  thofe  who,  in  the  iirft  place,  pay  a confiderabie  part 
of  proportional  taxes,  does  by  no  means,  require  an  abolition  of  ? 


them. 

The  proprietors  of  lands,  whom  we  have  hitherto  conlidered 
as  being  of  the  clafs  of  tiie  lale  confumers,  advance  theii  leiitb  oy 
the  great  demand  produced  tor  iubliflence,  in  coniequence  of  in- 
duflry.  This,  if  it  does  not  raife  the  price  of  fubfiftence,  keeps 
it,  at  lean,  at  an  equal  ftandard  ; and  that  ftandard  muft  bear  a 
proportion  to  what  it  is  worth  in  other  nations,  as  long  as  trade 
fubfifts.  But  let  trade  decay,  let  domefcic  induftry  fail,  it  will  not 
be  the  foreign  price  which  will  then  fupport  the  rate  of  our 
markets.  What  a multitude  of  circiimftaiiccs  contribute  to  the 
exportation  of  our  fuperiliiity  1 I can  fend  from  Cliaiing-ciois,  au'j 
parcel  whatever,  to  the  diiiance  of  fifty  mixes,  cneaper  than  fioni 
my  own  country  habitation,  where  I can  have  a man,  with  a cait,. 
for  two  fhillings  a day.  From  Charing-crofs,  I can  fend,  at  an 
hour’s  warning,  many  thourand  tuns  weight:  here  I could  not  do 

the  fame  in  many  weeks.  Near  London,  an  extended  common 

mav 
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^ . , r a - nd  improved  in  a feafon  : here,  the  improvement 

may  be  a ^ Let  me  even  con- 

fider  tvv  matters  are  changed  ,dthin  thefe  ffiy  years  Under 
„tLs  which  now  are  executed  with  little  difficulty,  were 
he\  abfolutelv  impraaicable.  An  army  was  neceffary  thirty  years 
ago  to  make  a road  of  a hundred  miles,  and  the  inhabitants  were 

aftoniflied  at  the  execution  of  it  * 

Were  it  neceffary,  at  this  time,  to  do  as  much  every  year,  if  mo- 
ney be  but  provided,  hands  will  not  be  wanting,  either  to  conduct 

or  execute  the  plan.  - ■ c 

The  number  of  people,  -well  employed,  makes  the  proiperity  of  a 

ftate  ; and  the  profits  of  the  opulent  claffes,  by  the  augmentation 

of  induftry,  more  than  compenfates  all  the  burden  of  their  taxes. 

They  gww  in  relative  wealth  and  the  acquifitions  tney  make,  are 

commonly  exempted  from  the  cumulative  taxes  raifed  upon  theu 

noireffions  In  proportion  to  their  induftry  m improving  their 

Ll  their  fortunes  augment.  The  prefent  fyftem  of  taxes  does 

not  imerrupt  their  operations.  Were  any  great  change  m that  par- 

riLlar  to  take  place,  which  might  fink  the  market  prices  of  fu.- 

fiftence  even  allowing  that  it  would  prove  an  advantage  to  foreip 

Lade,  they,  I am  fure,  would  be  the  firft  who  would  feel  the  in- 

'Tmtte  wondered,  why  1 have  not  fuggefted,  as  a conffiquence 
of  aLe  the  increafe  upon  the  price  of  the  earth’s  produaions, 
which  a direa  indemnification  to  all  the  landed  --reft,  mm 
than  equivalent  to  the  taxes  they  pay.  But  taxes 
not  augment  the  price  of  grain,  as  they  raife  the  J ' 
able  goods.  The  reafon  is  plain.  The  tax  upon  land  only 

the  proprietor’s  lhare  of  the  produce  of  his  lands: 
tempt  to  raife  the  price  of  his  gram,  in  proportmn  to  ' .q 

pays,  his  farmer,  who  pays  no  land-tax  for  Ins  portion,  ^ 
underfell  him  in  the  market.  A tax  never  can  raile  a price,  e.  , 


* Wadt’s  road  through  the  highlands  of  Scotland. 
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when  it  is  laid  on  fo  univerfallj,  as  to  make  it  impoiTible  for  any 
perfon  to  avoid  it,  vtho  fells  in  competition  with  another  who  pays 
the  duty.  It  is  from  this  principle  that  fmuggling  often  ruins  fair 
traders : the  fmuggied  goods  are  fold  cheaper  than  thoie  which  pay 
duty,  and  the  fair  trader  is  thereby  forced  to  fell  below  what  he  can 
affordi- 

On  the  whole,  I believe  that  when  this  queflion  is  thoroughly 
underftood,  it  will  be  found,  that  taxes  affect  prices  far  lefs  than 
any  one  could  imagine  ; except  in  the  cafe  of  excites,  rightly  im- 
pofed,  and  levied  without  fraud.  There  indeed  they  have  their 
efiecl ; but  in  every  other  mode  of  impofng  them,  I am  apt  to^ 
believe,  that  they  do  not  produce  the  confequences  comiiibnly 
afcribed  to  them.  I have  already  fuggefted  the  reafon  in  a.  former 
chapter  upon  this  fubjecil;  where  the  influences  uf  competition  in’ 
the  markets  where  commodities  are  fold,-  has  been  proved  to  work 
more  irrefiftible  effects  in  regulating  the  price  of  work  in  general, 
than  any  thing  that  taxes,  not  immediately  impofed  upon  the  very 
article  of  confumption,  can  produce.  But  if  in  fpite  of  all.  that  has 
been  faid,,it  ihould  be  urged  that  the  prices  of  labour  and  manufac- 
tures  rife  in  proportion  to  taxes,  I anfwer,  that  the  difficulties  refult- 
ing  upon  this  hypothelis,  would  be  many  more  than  could  be  ob- 
jected to  the  other  theory.  Gould,  for  example,  any  man  affign  a 
reafon,  wffiy  a pound  of  the  befl  fnuff  in  England  fhould  be  fold 
dearer  than  in  France,  vdiere  it  pays  a duty  of  above  .two  fhillings 
ilerliiig  ; wdry  many  articles  of  maniifadtiire  can  be  afforded 
cheaper  in  England,  than  in  Scotland,  wliere  taxes  are  certainly; 
lower,  and  although  a day-labourer  in  the  firit  be  paid  a friilling,; 
and  in  the  lafl  little  more  than  eight  pence  ; why  fubfiftence  ilioukl- 
be  abfolutely  dearer  in  Scotland  than  in  England,  taken  upon  an 
average  ; w'hy  univerfal  experience  fhould  prove,  that  when  the 
price  of  fubfiftence  is  raifed  by  fcarcity,  work  inflead  of  rifing,  is- 
conftantly  lower  than  at  other  times  ? 

From  all  thefe  appearances,  added  to  the  arguments  I have' 
ufed  to  prove  that  taxes  are  not  prejudicial  to  induftry,  I conclude^ 
VOL.  II.  Bb  b b ' that 
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that  the  theory  I have  attempted  to  gWe  is  jiift  m the  mam  ; 
.nd  that  when  taxes  are  judiciouily  impoied,  and  aaual.y  levied 

without  oppreffion.  they  enrich  a nation. 

Bv  putting  into  the  hands  of  a gooa  ftatefman,  the  means 
of 'irmoviiig  every  abufe;  of  rendering  the  ftate  refpeded  by  its 
oremies  • of  fiipnorting  every  ciafs  of  induftiious  inhabitants, 
vdien  their  particular  branch  falls  under  diftrefs  ; of  providing  an 
outlet  for  many  young  people,  who  in  time  become  ornaments  to 
.their  country,  and  inftruments  of  her  defence  ; of  fupportmg 
-foreign  trade  by  bounties  on  exportation  ; of  encoui  aging  tne  im- 
provement of  lands,  the  eftablifliment  of  colonies,  the  extenfion  of 
iifheries,  and  every  other  fcheme  for  augmenting  the  produdion 

sof  fubfiftence  and  manufadures. 

2do  That  the  multiplication  of  taxes,  exclulive  of  the  encour- 
aeements  iuft  mentioned,  which  are  bellowed  gratnitoufly  on 
'trade  and  manufa^ures,  do,  of  themfelves,  and  independently  of 
the  proper  application  of  their  amount,  augment,  demonllratiye- 
Iv  the  mafs  of  circulation,  alienation  and  mdulliy^  j and  m tnis 
refped  may  be  confidered  as  a voluntary  contnbuuon,  in  the  fird 
place  at  lead,  from  the  rich  who  pay  them,  to  the  indudrious  who 

direcdlv  draw  them  back.  ^ 

3/i.,  As  to  that  part  of  the  people,  who  pay  their  taxes  without 

lharing  the  advantages  of  thofe  who  ferve  the  date  in  lucrative 
employments,  I fay  the  indudrious  part  of  them  pay  nothing;  and 
the  demand  for  what  they  produce,  is  gi'eatly  increafed  by  t e ex 
pence  of  thofe  very  men  who  are  the  objedls  of  their  envyyau 
farther,  that  if  an  alteration  were  to  be  made  on  the  revenue,  y 
any  abolition  of  taxes,  thofe  who  imagine  themfelves  hurt  at 
prefent,  might  find,  by  fad  experience,  a much  greater,  andmuc^ 
more  real  hurt,  from  what  would  didurb  the  harmony  of  the  pie 

fent  fydem.  ^ 

To  conclude,  we  have  a tolerable  notion  of  the  date  of  indux  rV 

in  former  times,  when  taxes  were  little  known:  we  may  fee  t 
■progrefs  it  is  making  in  countries  where,  at  prefent,  impofitioys 
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are  comparatively  lower  than  elfewhere  j and  vve  may  compare 
the  ftate  of  tliofe  countries  with  our  ov/n,  as  to  eafe  and  happinefs. 
From  fuch  inquiries,  nothing,  I apprehend,  can  be  concluded  in  ^ 
favour  of  the  progrefs  of  induilry,  from  an  abolition  of  taxes. 

That  fucli  an  abolition  may  produce  fome  good  effeflj.as  yer  un»  ■ 
known,  I fhall  not  pretend  to  deny  : vre  have  not  lived  long  enough ' 
to  fee  any  experiment  of  this  kind  put  in  praffice. 

From  the  expoiition  I have  given  of  this  matter,  there  arifesa  - 
great  difficulty  to  be  folved.. 

Taxes  are  paid,  no  doubt,  and  no  body  according  to  this  theory 
feems  to  pay  them.*  The  induflrious  draw  them  back ; the  pro- • 
prietors  of  land  and  folid  property  are  laid  to  be  indemnified  ; 
prices,  it  would  appear,  are  not  to  fall  by  a diminution  of  taxes,  - 
in  favour  even  of  the  moft  idle  confumer  ; they  are  not  made  to  ^ 


rife  in  confequence  of  an  augmentation  on  them  : Whence  then  do 
taxes  proceed  ? From  what,  fund  do  they  arife  i What  interefl;  do 
they  affed  ? I can  folve>  all  thefe  difficulties,  by  an  anfwer  to  ano-  - 
ther  queftion.  From  whence  arifes  the  value  of  a fmali  parcel  of 
fiax,  when  wrought  into  fine  lace  ? It  arifes  from  the  price  paid  for 
time  well  employed  j which  produces  nothing  when  fpent  in  idle- 
nefs.  This  is  the  fund  out  of  which  the  greateft  part  of  taxes  is 
naid ; it  is  a fund  created  by  the  induftrious  Britons,  which  I hope 
will  increaie  for  many  centuries,  tho’  taxes  fliould  increafe  in  pro- 
portion,. It  is  worth  more  than  ten  times  all  the  taxesrwhich  could 
be  raifed,  and  all . the  landed  property  withvQut  it.  Let  that  time 
be  fpent  in  idlenefs,  and  the  whole  produce  of  this  ifland  would  not. 
fupply  the  expences  of  .government  for  a montffi  - 


B b b b s 


s y ^ 


AN  WQUIRY  INTO  THE  PRINCIPLES  Booic  V. 


C H A P.  X. 


taxes  a /fur  toindujlry,  as  fame  fretend? 

T is  not  eafy  to  find  out,  a friori,  how  taxes  fliould  prove  a fpur 
ji-  to  induftry.  What  makes  feveral  people  adopt  this  opinion  is 
their  feelings,  in  confequence  of  many  circumftances  arifing  from 
Serience,  rither  than  what  reafon,  or  the  nature  of  the  thing  has 
ported  out.  But  as  nothing  can  be  produced  without  an  adequate 
and  natural  caufe,  it  is  proper  to  examine  this  political  problem,  y 
an  application  of  the  principles  we  have  laid  down  m the  former 
chap^L.  If  thefe  be  juft,  we  fliall  difcover  by  them  how  it  hap- 
pens that  in  countries  where  taxes  are  high,  where  living  is  dea^ 
Ld  where  every  circumftance  feems  to  render  the  rneans  of  ful> 
fiftence  difficult  to  obtain,  people  live  in  the  greateft  plenty,  are  beft 
and  moft  eafily  fubfufted.  and  that  induftry  there  makes  the  gieateft 

^'Ste  folution  of  this  queftion,  let  us  call  to  mind  the  principles 
which  influence  the  multiplication  of  mankind,  and  the  increafe 
of  labour  and  induftry,  laid  down  in  the  firft  book.  ^ M e t iere  ex- 
plained how  the  wants  of  mankind  promote  their  multiplica- 

" Money,  the  inftrument  of  alienation,  was  reprefented  as  the 
primum  mobile  in  this  operation ; a defire  in  the  rich  of  acquir- 
ing every  thing  with  money,  that  is  demand,  was  flre.vn 
the  fpur  to  induftry  in  the  poor.  It  was  faid,  that  if  ric  res 
not  infpire  a tafte  for  luxury,  that  is  for  the  confumption  ° ^ 
■labour  of  man,  thefe  riches  would  not  circulate ; and  that  they 
would  then  be  adored  rather  as  a god,  than  made  -fubfervient  to 

the  iifes  of  men.  ^ 

Connect  herewith  that  the  impoiition  of  taxes  is  a metho  o 

hr  ingin  money  into  circulation  j that  thofe  of  the  propoitiona 
° ^ I'ind 
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kind  have  the  effeffc  of  drawing  from  the  rich,  an  additional  price 
upon  every  thing  they  buy,  which  goes  for  the  nfe  of  the  ftate, 
and  which  otherwife  would  not  have  entered  into  circulation  at 
that  time. 


From  thefe  principles,  I conclude,  that  taxes  promote  indiillry  ; 
not  in  confequence  of  their  being  raifed  upon  individuals,  but  in 
confequence  of  their  being  expended  by  the  ftate  j that  is,  by  increaf- 
ing  demand  and  circulation. 

From  the  principles  above  laid  down,  I cannot  difcover  the 
fhadow  of  a reafon,  to  conclude  that  the  taking  arbitrarily  away 
from  fome  individuals,  a part  of  their  gains  by  cumulative  taxes* 
or  proportionally  from  others,  by  augmenting  the  price  of  what 
they  buy  and  confume,  muft  in  any  refpecl  imply  an  incitement 
in  jhe  confumers  to  demand  more  ; and  without  this  it  never  can 
excite  the  induftrious  to  augment  the  fupply. 

I readily  allow  that  every  one  who  has  been  obliged  to  pay  a 
tax,  may  have  a defire  to  indemnify  himfelf  of  the  expence  he 
has  been  put  to,  by  augmenting  his  induftry  ; hut  if  on  the  other 
hand,  taxes  have  put  every  one  to  a confiderable  additional  ex- 
pence, in  proportion  to  his  eftate,  it  would  be  abfurd  to  allege 
this  diminution  of  his  fortune,  as  the  caufe  of  a defire  to  augment 
his  confumption. 

Examine  on  the  other  hand,  the  ufe  made  by  the  ftate  of  the 
"money  raifed,  and  you  v/ill  eafily  percent  the  juftnefs,  I think, 
of  the  above  mentioned  principles.  This  money  belongs  to  the 
public,  and  is  adminiftred  by  private  people.  Public  expence  is 
defrayed  with  a full  hand ; they  who  beftow  the  money,  beftow  it 
for  the  public,  not  for  themfelves ; and  they  who  work  for  the 
public,  find,  or  ought  to  find,  the  greateft  encouragement  to  be 
diligent. 

Every  application  of  public  money  implies  a want  in  the  ftate  ; 
and  every  want  fupplied,  implies  an  encouragement  given  to  in- 
duftry. In  proportion,  therefore,  as  taxes  draw  money  into  circu- 
lation, which  otherwife  would  not  have  entered  into  it  at  that 

time, 
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. -not  by  taking  the  money  from  im‘ 
time,  it' into  the  hands  of  the  Hate,  which 

f'tt-  thereby  throws  it  diredly  into  the  hands  of 

i„Prious  or  of  the  luxurious  who  employ  them. 
'^*'ltTsbo'objecTion  to  this  reprefentation  of  the  matter,  that  dae; 
uerfons  from  whom  the  money  is  taken,  would  have  fpent  it  as 
l^il  as  the  ftate.  The  anfwer  is,  that  it  might  be  fo  or  note 
whereas  when  the  ftate  gets  it,  it  will  be  fpent  unaoubtediy, 
fides  had  it  been  fpent  by  individuals,  itwouU  have 
for  the  fupply  of  private  wants,  which  are  not  near  fo  exten  ive 
as  thofe  of  the  public : and  farther,  when  money  is  fo  taKen 
from  rich  individuals,  it  obliges  them  to  find  out  ^ 
procuring  more,  out  of  their,  folid . property  i and  when  this 
focility  IS  not  procured  for  them  by  their  ftateftuan,  we  fee  how- 
ax  s Lcome  both  oppreffive  and  ill  paid.  On  tne  contrary,  wmen, 
r's  provided,  either  by  the  returns  of  foreign  trade,^  which 
m-  atly  augment  the  coin  of  a country  ; or  by  banks,  wnich  melt^ 
down  property  into  paper  circulation;  we  foe  taxes  augmenting 
Snftandy!  without  creating  any  impediment  to  confumption,  or 

rcourag;ment  to  induftry.  All  thefe  eon  equenees  hang  m a 
chain,  aL  hence  the  folidity  of  the  principles  upon  which  they 

'^TfmrThlsfolutionof  the  queftion  propofed,  let  thofe  who  are 
verfed  in  hiftory  combine  circumftances,  and  examine  waetie., 

facts  do  not  prove  the  truth  of  what  I have  faid. 

During  the  time  of  the  Roman  empire,  when  the  riches  o 

Afia  flowed  into  the  coiFers  of  Rome,  and  were  conftantly  ex- 

haufted  by  the  prodigality  of  the  emperors,  we  perceive,  horn 

many  eircumftances,  to  what  a degree  the  confumption  of  luper-- 

fluities  augmented.  The  price  of  certain  commodities  ro  e 

an  exceffive  height ; induftrious  people,  of  the  lowed 

were  daily  feen  to  amafs  prodigious  fortunes : thefe  are  pi'oo  s 

circulation.  But  when  we  conlider  the  expences  of  a Lucu  ? 

or  of  a CraiTus,  who  confumed,  it  is  faid,  the  work  of  ten  thon  an 

•Tlaves, 
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. ilaves,  and  compare  the  confequence  of  that  confumption  tvith  the 
expence  of  a modern,  who  iliould  confume  the  induftry  of  ten, 
thoufand  freemen,  we  fliall  find  a wonderful  difference  in  the  effects 
of  the  one  and  of  the  other,  with  refpect  to  circulation,  and  the 
encouragement  given  to  induftry. 

There  was  no  alienation  betv/een  Crafiiis  and  his  ten  thoufalid, 
flaves,  notwithflanding  all  the  work  confumed  ; confequently, 
the  only  circulation  implied  by  this  confumption  was  in  proportion 
to  the  neceflaries  v/hich  the  mafter  was  obliged  to  purchafe  for  fo 
great  a multitude : and  if  we  ftill  fuppofe  all  thofe  neceflaries  to 
have  been  produced  by  their  ov/n  labour,  then  the  ftate  of  Rome 
could  not,  but  by  an  arbitrary  impofition  laid  upon  Luculius  and 
Craffus,  draw  one  farthing  out  of  their  coffers  j confequentiy,  in* 
duftry  could  not  increafe  in  proportion  to  the  loads  of  xvealtll 
brought  from  Afia  by  thofe  generals.  Whereas  were  Luculius  now 
at  London,  or  at  Paris,  he  would  not  be  able  to  fpend  a fhilling, 
without  giving  a penny,  and  perhaps  more,  out  of  his  treafure  to 
the  Hate,,  which  would  immediately  throw  it  back  into  circulation. 

As  we  are  now  on  the  fubjecl  of  circulation  among  the  ancients, 
let  me  briefly  trace  the  progrefs  of  it  in  Europe,  through  different 
modifications,  to  our  own  times,  and  fo  clofe  this  chapter. 

When  the  feat  of  empire  w'as  tranflated  to  Conflantiriople,  and 
•all  the  Afiatic  provinces  attached  to  the  Emperors  of  the  Eafl,  a flop 
was  put  to  the  augmentation  of  coin  and  bullion  in  the  empire  of 
the  Wefl.  A confiderable  part  of  what  had  formerly  been  there 
returned  to  Conftantinople,  and  the  remainder  tell  a prey  to  the 
barbarous  nations  which  overran  it.  This  may  be  called  the  firfl; 
period. 

Thefe  barbarians,  by  enflaving  all  the  ancient  inhabitants,  and 
by  forcing  them  to  perform  evei’y  kind  of  fervice,  mux*.  have  had 
little  uie  for  coin.  What  they  coined  appears  to  Lave  been  broad 
and  thin. 

Let  any  one  reflect  upon  the  infen-fibie  wafce  of  iilvcr  plate,  and 
the  flill  greater  lofs  on  coin  which  circulates  > the  vafl  fums  cair^ed 
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off  in  the  time  of  the  Croifad.es  the  quantities  buried  or  thrown 
into  rivers  in  times  of  devaftation  ; and  add  to  thefe  circumftances, 
that  from  the  fifth  century  after  Chrift,  till  the  difcovery  of  the 
Indies,  there  was,  probably,  little  or  no  filver  or  gold  brought  into 
Europe  ; and  it  will  appear  very  natural,  that  coin  fliould  have  been 
at  that  time  much  more  fcarce  than  formerly. 

How  contradcd  circulation  was  during  the  13th  and  14th  cei> 
turies,  may  he  gathered  from  the  anecdote  concerning  alienation, 
in  France,  mentioned  in  the  third  chapter  upon  public  credit. 

But  farther,  the  great  fubordination  eftablifhed  by  the  feudal 
form  of  government,  and  the  military  fervices  to  which  fuch  num^ 
bers  were  bound,  had  the.  effed  of  preferving  the  ancient  fimplicity 
of  manners,  fo  unfavourable  to  induftry.  The  confequence  was,  that 
Princes  could  raife  no  taxes  ; and  that  all  the  money  the  people  had 
was  locked  up  in  their  cheffs.  We  know  there  were  in  thofe  days 
abundance  of  wealthy  people ; but  their  wealth  infpired  them  with 
no  difpofition  to  confume  at  the  expence  of  ready  money. 

The  difcovery  of  the  Indies  opened  a third  period,  and  threw  great 
riches  into  the  hands  of  the  Spaniards : the  houfe  of  Auitria  was 
the  firft  enriched,  and  appeared  with  great  fplendor  for  fome  time. 
Charles  V.  by  his  extenfive  dominions,  had  an  opportunity  of  diff 
tributing  this  new  gotten  treafure  among  his  fubjeds  in  Flanders, 
his  native  country : this  fet  induftry  to  work  in  tliat  quarter.  The 
Portugueze  difcovered  the  Eaft  Indies : a new  enticement  to  luxury  j 
a new  motive  to  become  expenfive.  The  Hollanders  became  a 
trading  people,  and  with  the  money  which  their  induftry  had  drawn 
from  the  magnificent  Spaniard,  they  ftiook  off  his  yoke.  Money 
infenfibly  began  to  circulate.  Princes  immediately  found,  as  nas 
been  faid  in  the  fecond  book,  that  it  was  neceflary  for  them  alio  to 
augment  their  revenue,  in  order  to  maintain  a proper  fupenonty 
over  their  fubjeds  in  point  of  riches.  The  increafe  of  circulation 
among  individuals  made  it  more  eafy  to  raife  taxes  ; and  the  throw- 
ing the  amount  of  them  back  again,  in  gratifications  to  the  chief 

people  of  the  ftate,  engaged  thofe  who  came  by  money  in  a mai^- 
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ner  gratuitouily,  to  expend  it  as  freely  as  they  received  it.  No 
wonder,  then,  if  Princes  found  it  an  eafy  matter  to  load  their  fuh- 
jedls.  They  were  fupported  in  this  fcheme  by  the  great  men  of  the 
ftate,  who  found  a benefit  from  it.  This  revolution  has  totally 
changed  the  face  of  affairs  in  the  prefent  period  of  circulation. 
Courts  are  fplendid  5 armies  are  numerous  ; buildings,  in  cities  and 
in  the  country,  are  magnificent ; an  old  city,  compared  with  a new 
one,  appears  hideous  j all  public  works  are  carried  on  with  that 
folidity  which  we  admire  in  thofe  of  ancient  Princes  and  Hates, 
when  nations  led  into  captivity  were  employed  to  perform  them. 
In  thofe  days  the  magnificence  of  Princes  was  in  proportion  to  the 
groans  of  their  fubjedls  5 now  they  are  in  proportion  to  their 
wealth  and  eafe.  Whence  proceeds  the  difference,  the  effeds  are 
the  fame  I From  good  government,  and  a well  regulated  political 
oeconomy. 


CHAP.  XI. 

Conjiclerations  ufon  Lomd-^axesy  with  fame  Obfervathns  upon 

thofe  of  ^England  and  France, 

OF  all  the  kinds  of  cumulative  taxes,  that  which  is  properly 
impofed  upon  lands  feems  the  befi: : that  is,  it  implies  the 
feweft  inconveniences  to  the  perfons  paying,  and  to  the  ftate  in 
raifing  it.  That  it  is  an  unequal  impofition  is  plain^and  certain  j 
this  character  is  unavoidably  attached  to  every  fpecies  of  cumu- 
lative taxes,  in  one  way  or  other.  It  has  alfo  the  effect  of  cafting  a 
general  difcredit  upon  the  purchafe  and  improvement  of  land ; be- 
caufe  the  proprietors  are  naturally  expofed  to  augmentationB,' 
which  may,  almoft  with  the  fame  eafe,  be  carried  to  the  total 
amount  of  the  income,  as  to  any  propordonai  pait  df  'it.  This  has- 
VOL,  IL  Ccc€  been 
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been  mentioned  in  a former  chapter,  where  the  intereft  of  a nation’s 
debts  was  fuppofed  to  increafe  fo  as  to  equal  the  value  of  all  the 
land-rents,  and  the  whole  revenue  of  individuals. 

Land-taxes  are  impofed  in  various  forms  in  different  countries, 
and  all  are  fuppofed  to  bear  a determinate  proportion  to  the  rent. 
This,  however,  is  never,  nor  indeed  can  it  ever  be  the  cafe.  The 
value  of  land  is  varying  perpetually,  from  the  induftry  of  the  inha- 
bitants. Befides  this  inequality,  there  are  other  inconveniences 
proceeding  from  the  unequal  diftribution  of  property.  In  Scotland^ 
for  inftancc,  land  is  divided  into  large  portions ; very  few  fmall  lots 
are  to  be  found.  The  clafs  of  farmers,  for  the  moft  part,  labour 
the  lands  of  others,  who  have  large  polleffions.  This  is  lefs  the 
cafe  I believe,  in  England,  and  ftill  lefs  in  France  and  in  Germany. 


A InnH-rax.  therefore,  being  fuppofed  univerfal,  would,  in  Scot- 


has  been  long  in  agnation  m 


of  tithe  upon  the  fruits. 

was  firR  propofed  to 


the  late  King  of  France  by  the 
2 propofal  was  renewed  fome 
le  Reforniateur.  But  as  it  would 
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the  pound  * upon  every  diftridt  of  the  kingdom,  whether  cities, 
towns,  univerlities,  or  open  country,  even  upon  the  King’s  palaces, 
inns  of  court,  &c.  are  not  diftributed  according  to  any  rule  of  pro- 
portion upon  the  property  of  individuals ; but  this  operation  is  left 
to  afleflbrs. 

Secondly,  All  perfonal  eftates,  except  property  in  the  public  funds, 
and  ftock  upon  land,  fuppofed  neceflary  for  agriculture,  are  charged 
in  the  fame  proportion  as  land-rents. 

I fhall  now  point  out  the  inconveniences  and  bad  confequences 
of  thefe  two  capital  defedls. 

When  a tax  is  impofed  at  fo  many  fhillings  in  the  pound  upon  the 
income  of  a whole  diftricSl,  every  article  of  the  property  which  pro- 
duces it  ought  to  be  fpecified.  If  this  be  omitted,  there  is  a legi- 
flative  authority  veiled  in  thofe  who  make  the  dillribution. 

The  articles  which  compofe  the  whole  property,  and  the  revenue 
of  each  article  being  once  determined,  the  Hate  has  it  in  its  power 
to  impofe  the  tax  according  to  what  proportion  it  thinks  fit ; of  one, 
two,  or  more  lliillings  in  the  pound.  But  then,  in  favour  of  the 
contributors,  the  different  articles  which  produce  the  fuppofed  total, 
ought  either  to  be  fpecified  in  the  law,  or  reference  Ihould  be  made 
to  a book  of  valuation  where  they  are  recorded. 

It  is  no  eafy  matter  to  frame  the  valuation  of  all  the  property  of  a 
country : and  it  is  a fcheme  I Ihould  be  very  far  from  propofmg, 
unlefs  the  fpirit  of  a nation  took  fuch  a turn  as  to  wilh  for  it.  But 
where  a determinate  fum  has  been  in  ufe  to  be  levied  upon  a certain 
diftria,  it  does  not  appear  fo  difficult  to  make  a proportional  diftri- 
bution  of  it  according  to  equity,  and  to  adhere  for  the  future  to 
that  dillribution,  confidering  it  as  a proportional  valuation,  if  not  a 
real  one.  This  is  done  every  year,  and  without  it  no  fuch  tax  could 

* That  the  affeffments,  in  the  annual  ad  for  the  land-tax,  are  generally  iinderflood 
to  be  at  the  rate  of  i,  2,  3,  or  4 fhillings  in  the  pound,  is  truej  but  it  is  to  be 
obferved,  that  no  fuch  rate  is  mentioned  in  the  ftatute  with  refped  to  real  eilates  or  land. 
The  rate  of  a certain  number  of  fhillings  in  the  pound  occurs  only  with  regard  to  pe. 
fpnal  property. 
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be  raifed.  But  when  annual  diftributions  are  made,  difcontents 
conftandy  arife  ; and  the  pretended  equality  thereby  obferved,, 
produces  worfe  efFeas  than  the  inequalities  which  would  follow 
from  the  other  fcheme : becaufe  the  change  in  the  relative  value  of 
poirelTions  would  then  be  chiefly  owing  to  the  induflry  of  every 
proprietor  in  improving  his  lot. 

How  valuations  in  England  were  made  originally  I cannot  telin 
but  in  Scotland,  it  is  very  certain,  that  as  to  lands  they  were  all  fet 
down  in  a book  of  valuation  at  their  luppofed  rents  at  that  time. 
So  let  the  fum  raifed  be  what  it  will,  every  man  at  leaft  knows  that 
his  proportion  mull  be  according  to  his  valuation  in  me  general 

"if  England,  the  cafe  is  totally  different.  The  proportion  every 
dillria  is  to  pay,  is  indeed  recorded  by  an  original  diftribution  ma  e 
many  years  ago  in  King  WUliam’s  time.  By  this  it  appears  what 
every  city,  county,  univerfity,  &c.  is  to  pay  aborning  as  the  tax  is 
impofed  at  one,  two,  three,  or  four  fliillings  in  the  pound.  us  is 
f ecifely  the  regulation  in  France,  as  lhall  be  more  fully  obferved ; 
Lt  Hill  fuch  regulations  nowife  prevent  the  moft  grievous  incon- 
f niences  which  attend  this  tax  t becaufe  the  burden  of  it  does  not 

. There  U no  veBige  in  the  hlftory  of  England,  f.nce  Dooms-day  book,  of  any  regu- 
ht  valuation  being  made  of  all  the  of  the  kingdom,  nor  of  any  tax  impoe  , 
Jirizhi  that  branch  of  property. 

The  fubfidies.  monthly  affcffments,  and  pound  rates,  in  the  d.Serem  ag 
monarchy,  have  all  been  mixed  duties  s compofed  of  a charge 
rhe  money  and  perfonal  edates  of  the  fubjeft,  and  frequently  indudrng  a poU-tax, 

qualities,  that  is  rank,  were  differently  charged.  u , y-ommiffioners. 

The  whole  operation  of  diaributing  and  raifing  this  duty,  has  een  y | 
named  by  the  King,  or  by  parliament,  who  fometimes  upon 
inquired  into  the  extent  of  every  one’s  private  fortune,  a.nd  ‘ 

Whoever  wifhes  to  have  a more  full  account  of  this  confufed  metho  o rai  » 
tax  in  England,  may  confuk  Davenant’s  Ways  and.  Means,  Article  of  ont  y 
menis,  and  Aids  upon  a Pound-ratC: 

''eonfi.R 
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Gonfift  in  the  fatal  amount,  fo  much  as  in  the  partial  diftribution 
upon  the  inhabitants  in  every  fubdivifion. 

In  England,  let  me  fuppofe  the  proportion  of  the  general  fum 
for  a particular  diflridt  to  be  ten  thoufand  pounds,  at  four  fhillings 
in  the  pound.  How  is  this  to  be  levied  as  the  law  Hands  ? Inflead 
of  books  of  valuation,  which  fhew  at  lead:  the  proportion  of  every 
man’s  property,  if  not  the  real  value  of  it,  alleflbrs  are  conflantly 
called  in,  who  examine  the  rents  of  all  the  lands  according  to  the 
laft  leaies  of  them.  If  they  have  been  improved  and  let  at  a higher 
rent  than  formerly,  the  proportion  of  the  tax  is  augmented.  If 
they  have  not  been  let,  but  HiH  remain  in  the  poITeffion  of  him  who 
improved  them,  the  tax  is  not  augmented.  If  the  tax  be  found  to 
fall  too  heavy  upon  the  lands  and  houfes,  then  perfonal  eftates  are 
made  to  contribute,  as  is  the  cafe  in  London.  All  queftions  or-dif- 
putes  about  the  repartition  of  the  tax  are  determined,  without 
appeal  to  the  courts  of  law,  by  the  commiffioners  appointed  for 
laying  on  the  tax ; as  in  France  they  are  determined  by  the  Inten- 
dant^  Without  this  regulation  all  would  run  into  eonfuiion,  for 
the  reafon  I am  now  going  to  mention>  and  which  regards  the 
fecond  defecT  in  this  tax. 

Any  proprietor  of  lands  is  entitled,  from  the  worcfe  of  the  ftatute, 
to  inlill  that  the  whole  perfonal  eftates  of  thofe  of  the  diftridt  fhalL 
enter  into  computation  of  the  total  value  upon  which  the  fum  im- 
pofed  is  to  be  alTeiTed.  Were  fuch  queftions  to  come  before  a court 
of  law,  where  the  judges  are  obliged  to  determine  almoft  according 
to  the  letter  of  it,  I believe  no  land-tax  could  be  levied  in  tnat  king- 
dom.  But  manners,  not  laws,  govern  mankind.  The  fpirit  of  the 
Engiiih  nation  is  fuch,  as  to- be  incompatible  with  every  thing  which 
Hvours  of  oppreffion..  Hence  the  few  complaints  againft  the- 
affelTors,  or  thofe  who  judge  between  parties..  And  as  the  land-tax 
5s  levied  without  any  complaints,  except  as  to  the  total  amount 
while  that  remains  the  cafe.,,  the.  fewerahe  innovations  mafde  upon= 
it  are,,  the  better, 

to 
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In  France,  the  fum  of  the  faille  to  be  raifed  upon  the  kingdom  for 
the  year  is  determined  in  the  King’s  council ; and  the  proportion  of 
every  diftria  (called  an  Ele^ion)  is  there  particularly  fpecified.  The 
diftria  of  an  Intendant  is  called  a generality,  and  comprehends  in  it 
feveral  eleaions.  The  Intendant,  therefore,  makes  the  diftribution 
of  the  general  fum  impofed  upon  every  ekaion,  and  upon  every 
town,  village,  and  parifli  in  it,  according  to  a certain  proportion  ; 
and  rules  are  prefcribed  to  the  colkaors  of  every  parilh,  concerning 
the  method  of  taxing  every  fpecies  of  income,  every  emolument  of 
induftry,  even  every  animal  in  the  poiTeflion  of  thofe  who  are  fub- 
jea  to  this  tax.  This  proportion  is  calculated  to  carry  the  moll 
fcrupulous  attention  to  every  man’s  gain,  upon  all  effeas  belong- 
ing to  him,  and  upon  every  poflibility  of  making  profit  by  induftry. 
All  this  is  carried  into  execution  with  the  greateft  feeming  equality 
in  the  minute  fubdivifions. 

But  as  the  firft  impofition  of  the  tax  is  not  proportioned  to  the 
aaual  value  of  the  income  it  is  intended  to  aftea,  and  as  the  In- 
tendant does  not  fet  out  by  a particular  valuation  of  every  man  s 
poflefiion,  before  he  diftributes  the  tax  upon  the  feveral  parifiies, 
he  is  obliged  to  make  up  the  deficiencies  by  fecond  and  third  diftri- 

butions. 

Although  this  faille  affeas  every  fpecies  of  property  producing 
an  income,  as  well  as  every  kind  of  induftry  and  employment,  it 
does  not  affea  ever)’’  landlord  for  his  rent,  fo  much  as  every  culti- 
vator under  leafe,  for  his  fuppofed  profits. 

' Land-rents  in  France  belong,  for  the  moft  part,  to  the  higher 
clafles ; and  thefe,  whether  they  be  well  born  or  not,  are  exempted 
from  this  tax,  providing  they  be  noble ; a word  which  has  no  re- 
ference to  birth,  but  to  certain  privileges  which  any  man,  who  has 
money,  may  acquire. 

It  was  in  order  to  avoid  this  exemption,  that  the  Marechal  de 
Vauban  wanted  to  fubftitute  a tenth  inftead  of  the  prefent  faille ; 
for  a reafon  we  lliall  prefently  fee. 
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All  the  land-rents,  therefore,  of  the  nobles  are  exempted  from  the 
taille,  and  are  only  affected  by  vingtiemes  and  dixiemes ; but  when 
they  cultivate  their  own’  lands,  their  privilege  of  exemption  from 
the  taille  is  confined  to  as  much  as  four  ploughs  can  labour ; and 
this  farming  mufl  be  carried  on  by  menial  fervants,  unmarried,  in 
order  to  prevent  fuch  proprietors  from  defrauding  the  tax,  by  really 
letting  their  lands  under  pretext  of  holding  them  in  farm. 

This  exemption,  as  to  their  land-rents,  is  more  apparent,  how- 
ever, than  real.  It  is  not  the  lands  of  the  nobles,  but  the  rent  paid  out 
of  them  which  is  exempted  from  the  taille  ; confequently,  by  impof- 
ing  an  exorbitant  taille  upon  the  leffee,  very  little  remains  for  the 
land-rent ; and  this  tax  being  laid  upon  a fet  of  people  who  are 
loaded  with  many  others,  is  in  the  end  more  burdenfome  to  the 
proprietor,  than  if  he  paid  it  himfelf.  But  a change  in  this  policy 
is  impraaicable.  The  gentlemen  of  France  will  probably  never 
fubmit  to  a taille ; and  although,  by  yielding  up  that  point  of  deli- 
cacy, their  rents  might  be  raifed  in  the  end  j yet  as  matters  Hand, 
they  know  they  enjoy  the  rents  they  have,  free  of  tax,  and  if  once 
they  were  made  to  pay  any  part  of  them,  they  do  not  know  where 

fuch  payments  might  terminate. 

To  avoid  the  infinite  oppreflion  which  refults  from  the  French 
principle  of  fharing  every  man’s  profit  as  foon  as  he  makes  it,  the 
Marechal  de  Vauban  propofed  to  abolifh  the  taille,  as  it  is  paid  at 
prefent,  together  with  the  capitation,  indnjirie,  and  all  the  train  of 
cumulative  taxes  committed  to  the  management  of  the  Intendants  , 
and  to  eftablifh  in  their  room  what  he  called  a royal  Tenth,  mean- 
ing by  this  term,  a proportion  of  all  the  fruits  of  the  earth,  fimilar 
to  what  is  ellablilhed  in  favour  of  the  clergy.  This  he  propofed  to 
lay  on,  according  to  the  exigencies  of  the  fiate,  from  one  twentieth 
part  to  one  tenth  upon  every  article  of  the  grofs  produce  of  land, 
over  all  France.  This  he  imagined  to  be  equal  to  one  tenth  of  tne 
land-rent.  And  the  author  of  a book  publiflied  under  the  title  of 
the  Reformateur,  containing  a new  plan  of  taxation,  in  which  there 

are  feme  things  worthy  of  obfervation,  follows  in  this  particular  the 
^ j Marechal 
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Marechal  de  Vauban,  without  etrer  conf.deriug  the  true  nature  of 

a tax  of  this  kind.  , , , i,  .•  u • i. 

Of  all  the  taxes  upon  the  income  of  land-property,  the  tithe  is  the 

worft  i and  it  has  undoubtedly  been  eftabliflied  among  men,  before 
agriculture  or  taxes  were  underftood.  Lands  in  all  countries  are  of 
different  qualities : feme  are  proper  for  bearing  rich  crops  of  gram, 
others  are  indifferent ; fome  produce  pafture,  others  forreft ; the  re- 
venue of  fome  confifts  in  wine,  in  mines,  and  m a thoufand  different 
produaions,  which  coft,  fome  more,  fome  lefs  expence  to  cuhi- 
vate.  The  tithe  takes  without  diftinaion  a determinate  proportion 
of  the  fruits,  in  which  is  comprehended  the  tithe  of  all  the  indunry 
and  expence  bellowed  to  bring  them  forward.  As  an  example  of 
this  let  me  fuppofe  a field  of  corn,  which  cannot  pay  the  pro- 
prie’tor  above  ^ of  the  grain  it  produces,  many  I know  cannot  pay 
Lve  4,  but  let  me  fuppofe  it  4:  another  may  pay  - 

another  even  4 -,  the  fields  about  Padoua  pay  4 ; gtafs  fields  pay 
ftill  more ; and  rich  hay  fields  will  pay  m fome  places  and 

• How  then  is  it  poffible  there  Ihould  be  any  equality  in  a tax 
which  carries  off,  without  dillincTion,  a certain  proportion  of  the 

fruits,  when  thofe  fruits  bear  no  determinate  proporuon  at  all  to 

the  expence  of  raffing  them  > But  befides  the  inequality^  of  this  tax 
■ among  proprietors,  I alk  how  it  is  poffible  that  any  rent  ftould  be 
determiLd^ for  lands,  which  are  fubjed  to  a ■vanabk  tithe,  fome- 
"4.,  fometimes  at  .V  of  the  produce  i Let  me  demonftrate 

the  impofiibility  of  fuch  a plan,  by^  an  example.  • 1 p ro  be 

I fuppofe  the  Marechal's  plan  eftabliflied,  and  that  the  tithe  to  be 

impofed  is  to  be  dedufted  from  the  rent  ftipulatcd  between  ma 
and  tenant.  This  was  his  intention : he  has  in  many  places 
that  all  tithes  were  to  come  out  of  the  land-rent,  w 
is  the  only  fund  upon  which  a land-tax  ought  to  be  e a - 
And  he  has  as  often  declared  that  he  never  intended  1 11s  an  ^ 
fiiould  exceed  one  tenth  of  the  rent,  or  two  lliillings  in  the  p 

I fuppofe 
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I fuppofe  a field,  producing  every  year  looo  builiels  of  grain, 
to  be  let:  it  is  to  pay  a variable  tithe,  foDietimes  of  loobufhels, 
fometimes  of  50,  according  to  the  exigencies  of  the  ftate.  I far- 
ther fuppofe  one  third  of  the  produce  to  be'  equal  to  what  the  farmer 
can  pay  the  landlord  for  rent.  And  I fuppofe  the  rent  to  be  paid 
in  bufliels  of  grain. 

According  to  thefe  fuppofitions,  the  rent  mull  be  3334  bufliels 
fubjedt  to  the  tithe.  Suppofe  it  to  be  laid  on  at  or  100  bufliels. 
Deduct  this  from  333  4,  remains  to  the  proprietor  233  4.  The  tithe 
comes  next  year  to  Yo-  5 this  makes  50  of  dedudtion,  remains  to 
him  2834.  So  inflead  of  10  per  cent,  of  his  rent,  he  pays  in  the 
firfi;  cafe  30  per  cent,  and  when  at  the  loweft,  he  pays  per  cent. 
which  is  thrice  as  much  as  the  Marechal  propofed  to  take. 

But  how  are  matters  and  tenants  to  reckon  with  one  another  r 
Lands  are  not  let  according  to  a determinate  proportion  of  increafe. 
Suppofe  an  eftate  in  lands  of  different  kinds,  how  is  the  tithe  to 
be  dedudted  then  ? Is  the  matter  to  take  the  tenant’s  word  both  for 
the  quantity  and  the  value  of  every  article  he  has  paid  as  tithe, 
of  every  field,  of  every  article  in  his  pofTeflion,  even  of  the 
chickens  in  his  yard  ? If  on  the  other  hand,  this  variable  tithe  is  to 
be  thrown  upon  the  poifeiTor,  which,  indeed,  is  the  only  poflible 
fuppofition,  which  way  are  lands  to  be  let,  when  xve  fee  that  the 
difterence  of  the  impofition,  at  different  times,  is  no  lefs  than 
15  per  cent,  or  three  fliillings  in  the  pound  r This,  however,  would 
be  the  only  method  for  matters  and  tenants  to  reckon. 

But  let  me  fuppofe  another  proprietor  to  let  a grafs  field  adjacent 
to  that  which  bears  grain,  and  that  both  were  to  be  of  an  equal  rent, 
fupDofing  all  tithes  out  of  the  way.  The  grofs  produce  or  the  grafs 
would  be  to  the  rent,  little  above  the  proportion  of  4 to  3.  Let  us 
then  call  the  grofs  produce  1000,  as  in  the  other  cafe,  4 of  which 
would  be  750,  for  the  rent.  One  tenth  of  the  whole  taken  from 
that  v/ould  leave  the  rent  at  630,  or  little  above  134  cent,  deduc- 
tion at  the  higheft  tithe,  and  6^^  per  cent,  at  the  loweft. 
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WPat  inequality,  therefore,  would  not  fucli  an  impofition  occa- 
f or  upon  lald-rents,  and  what  inextricable  difnculties  m lerdng  of 
ds  ' Prom  what  has  been  faid,  without  farther  inquiry,  we 
mav  declare  that  no  land-tax  can  poffibly  be  railed,  with  any  equa- 
litv  by  a royal  tithe  ; and  the  Marechal  has  never  confidered  far. 
ther  than  tow  the  King  could  with  certainty  and  eafe  to  himfelf,, 
arm’ooriate  a portion  of  the  lands  in  his  kingdom,  leaving  the  pro- 
prietors and  their  tenants  to  fettle  accounts  the  heft  way  they  cmuid. 

^ On  the  whole,  nothing  can  make  us  approve  of  the  Maiechals 
royal  tithe,  unleis  it  be  the  prefent  oppreffion  which  proceeds  lom. 
the  method  of  let7ing  the  taille ; by  which  it  happens  that  in 

France  few  incline  to  acquire  the  full  property  of  lands. 

Moft  of  the  great  eftates  confift  of  fee-farm  rents.  A man  of  three 

thoufand  a year  land  eftate,  covers  fometimes  with 

property  (dommnm  direSlnm)  a whole  country  of  fifty  5 ^ ^"; 

the  real  property  (d^riun  utile)  of  this  vaft  extent  is  fubdivided 

into  a number  of  fmall  fees,  of  which  he  is  only  lord  paramount  t 
and  what  remains  is  the  property  of  the  lower  clafles,  who  pay 
what  is  called  Seigmriaks,  or  noble  rents,  confiftingin  money 

and  grain.  Thefe  rents  can  nowife  he  afFecTed  by  any  tithe  im- 
pofed,  becaufe  they  bear  no  proportion  to  the  produce : and  fup- 
pofing  they  did,  as  ik  feme  provinces,  where  they  arecalled 
Lhich  is  the  i or  4 fheaf  paid  to  the  lord)  the  tithe,  inflead  of 
taking  a tenth  of  the  agrier,  takes  a tenth  of  the  vAole  ciop , con- 
fequemlv.  only  one  tenth  of  this  fixtlr  or  eighth  flieaf  falls  upon 
the  lord;  the  tithe  of  all  the  reft  falls  upon  the  poor  propiietoi  or 
leffee,  who  the  more  he  is  induftrious  is  oppreffed  the  more  by  us- 
impofition ; becaufe  it  carries  off  the  tenth  of  his  expence  a 

labour,  as  well  as  of  the  farm  which  he  rents. 

This  is  the  tax  which  the  Marechal  de  Vauhan  recommended  to 
be  raifed  univerfally  over  all  the  land-property  of  France  when  me 
rithe  was  at  the  higheft.  To  this  the  late  reformer  adheres ; but 
propofes  the  twentieth  inftead  of  the  tenth ; and  after  a nice  c ^ 
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lation  of  the  grofs  produce  of  France,  he  eftimates  one  twentieth  part 
of  it  to  be  worth  about  pj"  millions  of  livres  per  annum.  Hence 
I conclude,  that  the  twentieth  part  of  the  income,  or  one  fhilling 
in  the  pound  of  ail  the  revenue  of  folid  property  in  France,  fairly 
colle(5ted,  would  not  much  exceed  one  third  of  that  fum,  or  about 
30  millions,  or  i 333  333  /.  fterling.  This  firiL  part,  therefore,  of 
the  Marechal’s  tithe,  impofed  at  -would  lay  a tax  equal  to  three 
fliillings  in  the  pound  on  the  poor  leilees  and  vaflals  of  the  nobles, 
while,  contrary  to  his  exprefs  intention,  the  whole  fee-farm 
and  noble  rents  of  France,  would  efcape  taxation.  From  this  we 
may  conclude,  that  no  tax  upon  land-rents  can  poffibly  be  raifed  by 
way  of  tithe : as  alfo  that  when  it  is  taken  in  kind  it  is  the  mofi 
oppreffive,  the  mod  unequal,  and  the  moll  difcouraging  to  induilry, 
that  ever  was  contrived. 

The  MarechaPs  principal  motive  for  propoling  this  mode  of 
taxation,  was  to  avoid  the  difficulty  of  obliging  the  nobles  to  pay 
the  taille.  He  found  alfo,  that  there  would  be  great  eafe  in  collecfling 
this  revenue  for  the  King,  without  demanding  money  of  the  lower 
claCTes.  The  confequence,  however,  would  have  been,  either  to 
ruin  all  leflees,  if  they  continued  to  pay  the  fame  rent  for  the  lands 
as  formerly  ; or  to  introduce  the  greateft  inequality  imaginable 
among  proprietors,  if  the  tithe  had  been  totally  cafl  upon  their 
rents ; but  as  to  the  method  of  fettling  accounts  between  mailer 
and  tenant,  in  confequence  of  this  tithe,  both  the  Marechal  and  the 
reformer  are  totally  filent. 

The  Marechal’s  Dixme  royale,  with  allits  defeds,  is  a book  of  great 
value,  from  two  confiderations. 

The  firft,  that  he  had  all  poffible  accefs  to  come  at  the  true  ftare 
of  the  nation.  The  fecond,  that  he  wrote  with  great  impartiality, 
and  with  a fmcere  delire  to  ferve  the  landed  intereft,  without  intend- 
ing to  hurt  that  of  the  King  his  mafcer.  From  this  book,  we  have 
an  opportunity  of  judging  of  his  notions  of  taxation ; and  from  the 
confequences  he  himfelf  points  out,  we  difcover  the  niiferable 
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Rate  of  the  common  people  in  Erance,  whofe  Ctuation  at  this  day 

is  not  much  changed  for  the  better. 

The  MarechaPs  fcbeme  was  to  reduce  the  whole  revenue  of  France 

under  four  heads. 

The  firft,  a general  tithe  of  all  the  fruits  of  the  earth,  witnout 

diftinclion,  which  we  have  already  explained. 

The  fecond,  a tithe  upon  every  income  whatfoever,  even  upon, 
the  profits  of  labour,  fervants  wages,  employments,  polTeffions, 

and  trades  of  all  denominations. 

The  third,  was  a modification  of  the  gaidk,  or  the  duty  upon  fait.. 
The  fourth,  which  he  calls  the  fixed  revenue,  was  to  be.  compofed 
of  the  domain,  and  feveral  other  branches  of  taxes  which  he  allowed 
to  fubfift,  judging  them,  I fuppofe,  not  hurtful  to  the  Rate..  ^ 

I &all  now  fliew.  wherein  the  Marechal’a  plan  of  taxation  is  con-, 
trarv  to  principles,  and  leave  the  reader  to  make  his  conclufions. 

Firft  he  has  declared  in  many  places,  that  his  intention  was  omy 
to  impofe  a tax  upon  the  income  of  land,  which  he  underftands  to 
be  that  part  which  remains  after  the  deduclion  of  all  expences  of 
cultivation  &c.  in  other  words,  what  every  one  underftands  by 
land-rent,  and  which,  no  doubt,  is  the  only  proper  objed  of  tax- 
ation- but  in  order  to  impofe  upon  this  part  his  royal  dixme  when 
at  the  real  tenth,  he  takes  the  tenth  part  of  the  whole  produce,  m- 
ftead  of  the  tenth  part  of  what  goes  for  the  rent ; and,  as  far  as  I 
have  been  able  to  difcover,  he  never  perceives  that  there  is  the. 
ereateft  difference  betv/een  thefe  two  quantities. 

The  fecond  article  was  the  tithe  of  every  income,  not  confiftmg; 

of  the  fruits  of  the  earth. 

Where  an  income  arifes  from  a branch  of  property  which 
render  it  determinate,  Ifliall  form  no  objection  to  a tithe  or  two 
fliillings  in  the  pound  upon  it.  But  when  he  comes  to  tax,  ^aw 
yers,  attorneys,  phyficians,.  &c.  according  to  the  value  of  meu- 
enioluments,  I own  I cannot  find  a polfioility  of  preventing  ..mi.e. 
iji  the  colleftion,  or  inequality  in,  the  impofition  of  tne  tax., 

A- 


8 


Chap.  si. 


OF  POLITICAL  OECONOIvIY, 


•j  i O 


P* 

o 


The  Marechal’s  principal  point  in  view  vras  agreeable  to  th 
ftanding  maxim  in  France,  to  make  every  one  contribute  accordni 
to  his  income.  Very  right,  fo  far  as  it  is  poffible,  without  imply- 
ing much  greater  inconveniences  than  what  can  be  compenfated  Dy 
this  imaginary  equality.  I call  it  imaginary,  becaufe  in  the  exe- 
cution it  will  be  found,  that  no  body  wull,  really  pay  what  they 
ought,  except  thofe  wliofe  income  cannot  be  concealed.  Whenever 
any  part  can  be  hid,  there  miifl,  in  my  opinion,  refult  a great  ine- 
quality, and  great  oppreilion,  in  endeavouring  to  afcertain  it. 

A fhort  obfervation  will  fuffice  to  give  a view  of  his  notions  with 
regard  to  merchants  and  trade  in  general.  His  intention  was  to 
be  very  indulgent  to  this  ciafs  of  inhabitants  ; and  he  feels  all  the 
advantages  of  trade.  He  propofes,  however,  to  profcribe  all  notes  of 
hand  payable  to  bearer,  as  it  is  a method  of  conceaiirxg  Ycealth  and 
exaffing  intereft  for  money;  which  he  fuppofes  to  be  contrary  to 
fcripture.  Trade  would  be  ill  carried  on  with  the  MarechaFs 

reftriftions^. 

When  he  comes  to  the  lower  clalTes,  ’which  he  fuppofes  to  com- 
prehend one  half  of  the  people,  to  wit,  all  trademien,  manufac- 
turers, and  day-labourers,  their  wives  and  children  r he  takes  the 
example  of  a weaver,  as  a middle  term,  to  judge  of  the  gains  of 
the  tradefmen  and  manufafturers.  He  fuppofes  this  weaver  to 
have  a wife  and  family,  to  work  i8o  days  only  (becaufe  of  the 
many  holida}^,  as  v/ell  as  accidental  avocations)  atioyJ.  ilerling 
a day.  This  makes  his  year’s  labour  wmrth  7/.  lyn  5^-  fterliiig. 
Of  this  he  takes  10  10^  d.  for  the  greateft  tithe.  Befides  this,  he 

exacts  of  him  for  his  lalt-tax,  for  four  perfons  in  his  family,  12  s.  <^d.. 
So  that  this  man,  whofe  whole  labour  is  only  worth  7 /.  1 7 5 

ling,  is  to  pay  i /.  3 74-'^*  cumulative  taxes  out  of  it,  whicn  is 

above  g of  the  whole  fund  of  his  poor  fubfiftence  : after  which  he 
adds,  “ This,  in  my  opinion,  is  a tax  high  enough  for  a weaver, 
“ who  has  only  his  two  hands  to  gain  his  bread  witn,  and  who  has 

houfe  rent,  meat  and  clothes  to  provide  for  a family,  wno  fie- 


CiL 


quently  can  gain  very  little  for  themfelves.'’  io  this  I muil  agiee 


ifhall 
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I Ihall  give  one  fpecimen  more  of  what  the  Marechal  confi- 
dered  as  an  eafe  procured  to  day-labourers,  in  their  then  fituation  j 
which  relief,  however,  they  have  not  hitherto  obtained. 

Thefe  he  aifo  fuppofes  to  work  i8o  days  in  the  year,  at  not  quite 
^i-d.  Rerling.  He  values  his  years  labour  at  6/.  los,  6>d.  Hex  ling, 
and  here  is  the  employment  of  this  fum  according  to  the 

plan. 

He  is  to  pay  for  tithe  of  his  indujlrie  - - £ o 8 84 

Eor  his  falt-tas  - - - ' - ’ ' 0129 

For  five  Englifh  quarters  of  rye  - - “ 4 7^ 

For  clothes  to  the  family,  utenfils,  and  repairs  i i 1 14 

6 10  6t 


I have  been  the  more  particular  upon  this  part  of  the  plan,  be- 
caufe  it  gives  us  a notion  of  what  the  Marechal  thought  a moderate 
eafy  tax  laid  upon  8 000  000  of  inhabitants,  to  wit,  2 000  coo  men 
and  6 000  000  women  and  children,  according  to  his  calculation. 

I come  next  to  the  tax  he  propofed  to  lay  upon  fait,  of  which 
mention  has  been  made. 

This  tax  is  of  the  nature  of  an  excife,  and  is  called  the  gahelk, 
which  we  have  explained  already  in  a note  ; and  the  objedions  to 
it,  as  the  Marechal  has  propofed  them,  are  no  iefs  than  three  very 
material  ones. 

Firft,  the  proportion  of  the  duty  is  far  too  great,  confineiing  the 
value  of  the  commodity.  The  fecond  is,  that  being  impofed  upon 
an  article  of  iubfiilence,  it  operates  immediately  on  the  price  of  the 
fait,  and  only  confequentially  on  the  price  of  labour,  this  is  no 
great  obi edion,  were  the  proportion  moderate  ; becaufe  infenfibly 
the  price  of  labour  would  rife,  were  the  tax  generally  and  exadly 
levied  in  proportion  to  the  confumption : but  this  was  not  the  cafe  ; 
and  this  circiimfiance  opens  the  lafi  objedion,  and  the  greateft  of 
all,  to  wit,  that  the  tax,  proportional  in  its  nature,  is  rendred  cumu- 
lative, by,  being  raifed  at  the  end  of  the  year,  m order  to  oblige 
orery  one  to  confume  the  fait  required. 


Now 
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Now  by  this  mode  of  levying  the  tax  it  lofes  every  advantage, 
and  becomes  an  addition  to  the  tithe  laid  upon  the  induilry  of  the 
confumer.  If  every  man  in  England  were  to  be  rated  at  the  end  of 
the  year,  in  proportion  to  the  excife  of  as  much  beer  as  he  may  rea- 
fonably  be  fuppofed  to  coniume,  would  that  be  an  excife  i certain- 
ly not.  It  would  be  a poll-tax  to  all  intents  and  purpofes,  v/hich  no 
man  could  draw  back. 

I have  little  or  nothing  to  object  to  the  fourth  article  of  the  Mare- 
ehal’s  plaiii  He  propofed  no  eilential  change,  either  as  to  the  irn- 
polition,  or  method  of  levying  the  taxes  which  compofed  it.  The 
principal  heads  of  them  are, 

i7no.  The  royal  domain,  or  the  king’s  landed  ellate,  together  with 
all  cafualties  attached  to  royalty,  or  feudal  fuperiority;  flamp- 
duties,  and-  the  controh  of  public  acts  by  notarieSi 

Cido,  The  cuftoms  upon  importation  and  exportation. 

Certain  taxes  of  the  purely  proportional  kind;  among  which; 
was  one  upon  tobacco,  and  one  upon  liquors  drank  in  public  houfes 
in  the  country.  Here  entire  liberty  is  left  to  the  confumers ; and" 
the  taxes  are  principally  calculated  to  alfe<5t,  or,  as  he  calls  it,  to 
punifli  luxury,  intemperance,  and  vanity.  With  this  view,  he 
wittily  propofes  an  impofition  upon  large  and  ridiculoUiS  wigs,, 
at  that  time  much  in  fafhion,  and  upon-  feveral  other  articles  of 
extravagance.- 

This  is  a fhort  Iketch  of  the  MarechaFs  fyftem  of  royal  tithe ^ con- 
fidered  as  to  the  principles  only,  upon  which  the  feveral  taxes 
were  intended  to  be  impofed.  The  treatife  contains  feveral  ad« 
mirable  things  ; efpecially  with  regard  to  recapitulations  of  inhabi- 
tants, lands,  houfes,  animals,  &c.  highly  deferving  the  attention 
of  the  flatefman,  who  intends  to  execute,  any  plan  for  national! 
improvement. 

I fhall  now  fet  before  the  reader  the  MarechaFs  calculation,  as  to» 
the  amount  of  the:  four  articles,  when  at  the  loweft,  and  at  the: 
highefl  ta  xation.  s 


When 
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When  the  tithe  is  underftood  to  mean  the  20th  part  of  the 

fruits,  &c. 


I.  The  tithe  of  the  lands  - - - 

tithe  of  all  revenue  and  induRry 

III.  The  falt-tax  at  eighteen  livres  the  minot  ^ 

IV.  The  fixed  revenue 


Livres. 

60  000  000 
15422500 
23  400  000 
18  coo  000 


Total  of  the  four  articles,  when  at  the  lowed:  taxation  1 1 6 822  500 

When  the  tithe  is  underftood  to  mean  the  tenth  part 
of  the  fruits,  the  two  firft  articles  are  juft  double  of 
what  they  are  ftated  at  above,  viz.  - - 130  845  000 

The  falt-tax  at  thirty  livi'es  the  minot  - - 39  0°^  000 

The  fixt  revenue  never  changes,  and  ftands  always  at  1 8 000  000 

Total  of  the  four  articles,  when  at  the  higheft  taxation  207  845  000 


In  impofing  this  tax  upon  the  fruits,  he  allowed  no  exemp- 
tions, not  even  in  favours  of  the  princes  of  the  blood:  for  this  he 
gave’an  excellent  reafon.  Tithes,  faid  he,  were  the  ancient  patri- 
mony of  kings.  The  Roman  emperors  and  kings  of  France  en- 
joyed them.  From  thofe  duties  no  noble  was  exempted.  This  appears 
from  the  e.cclefiaftical  tithe,  which,  he  alledged,  to  be  nothing  but 
the  royal  patrimony,  alienated  in  favour  of  the  cnurch ; confe- 


* The  minot  is  a meafure  of  capacity  equal  to  three  Pans  buOieLs  or  the  fourth 
part  of  a feptier  ; which  is  about  one  half  of  an  Englifn  quarter.  This  makes  the 
be  about  an  Englifn  buaiel.  The  Marechal  propofed  that  this  quantity, 
when  amhe  lowed  price,  ihould  be  fold  for  18  livres,  ox  i L 6 s.  x \ d.  fterhng  i 
and  when  at  the  higheft,  at  30  livres,  2 /.  3 r.  6 ^ d.  from  which  we  may  judge  of 
the  exorbitancy  of  the  gabelle,  even  after  all  the  diminution  he  thought  proper  to 
make  upon  it.  The  French  money  mentioned  in  the  Marechal’s  Dixieme  royale,  is 
here  converted  into  51^  d.  fterling,  for  the  French  cro'^n  of  three  livres;  becaufe 
the  fiver  coin  in  France,  at  the  time  he  wrote,  was  30  livres  10  fols  the  marc  (Dutot, 

i.  art,  6 ) ; and  at  nreftne  it  is  at  49  livres  16  fols. 

• ■ quentiy, 
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quently,  there  is  nothing  derogatory  in  paying  the  tithe,  although 
nothing  be  more  fo  than  paying  the  taille.  So  great  is  the  diffe- 
rence between  terms,  when  the  ideas  of  a nation  are  connected 
with  them  I 


CHAP.  XII. 


Mifcellaneous  ^uejiions  relating  to  ’Taxes, 


H E fubjedts  of  credit,  debts,  and  taxes,  have  been  fo  exten- 


-1.  lively  treated  of  in  the  two  lafl  books,  that  I hope  no  quef- 
tion  I now  can  propofe  will  ferve  for  any  purpofe,  but  to  fuggeft 
the  folution  of  it,  fo  far  as  it  comes  under  the  principles  we  have 
been  deducing. 

Quest,  i.  What  is  the  moll  proper  method  for  impofing  a land 
tax  ? 

I anfwer,  that  according  to  equity  and  juftice,  all  impofitions 
whatfoever  ought  to  fall  equally  and  proportionally  on  every  one, 
according  to  his  fuperfluity  ; but  in  land-taxes  this  equality  is  not 
fo  effential  as  in  moft  others.  The  great  hurt  arifing  from  in- 
equality in  taxation  proceeds  from  the  inequality  occafioned  thereby 
in  the  competition  between  the  claffes  of  the  induftrious.  When 
the  fame  tax  affects  people  of  the  fame  clafs  differently,  thofe  who 
bear  the  heaviefl  load  gain  lefs,  though  their  induftry  be  equal. 
But  in  land-taxes  the  cafe  is  different ; the  tax  there  only  dimi- 
nifhes  an  income  already  made,  and  in  fact  dimiiiifhes  the  vaiue  of 
the  property  ; fo  that  were  land-taxes  made  perpetual  deductions, 
the  vrhole  lofs  of  the  tax  would  fall  at  once  upon  the  actual  pof- 
fedbrs  at  the  time  it  is  impofed.  Every  fublequent  purchafer,  by 
deducting  the  land-tax  out  of  the  rent,  would  calculate  the  value 
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of  the  remainder  only  5 and  the  confequence  of  the  tax  would  be,, 
virtually,  to  transfer  a part  of  the  land-property  to  the  Rate. 

The  cmnfequences  of  fuch  a change  upon  property  may  produce 
a variety  of  new  combinations.  The  Rate  may  then  fell  this  por- 
tion of  their  property  j they  may  with  the  price  received  pay  off 
part  of  their  debts  ; they  may  acquire  certain  diftrifts  of  the- 
country,  where,  being  both  fovereign  and  proprietor,  they  may 
aboliih  taxes,  which  would  then  in  a great  meafure  affecT  them-- 
felvesonly,  and  eftablifli  manufacTures  for  foreign  exportation. 

Although  an  abiolute  equaiit-y  in  this  tax  is  not  fo  very  requifitCj. 
ilill  the  inequality  ought  to  be  afcertained,  and  every  income  in- 
tended to  be  affe6led  by  the  tax  fhoiild  be  fpecified  m one  way  or 
other.  For  this  purpofe,  the  beft  method  feems  to  be,.-  to  make  the 
rep-ulation  of  any  one  year  a rule  for  the  fubfequent  years,  until  it 
be°judged  pr-oper  to  m.ake  a new  general  valuation  of  every  part. 
This  is  a confequence  of  w'h.at  nas  been  faid  ^ a fluccua-ting  annual 
valuation,  which  is  the  cafe  in  France,  produces  numberlefs  in- 
conveniences ^ and  upon  the  whole,  drey  are  far  greater  than. 


thofe  which  it  is  intended  to  avoid. 

I agree  that  the  fame  land  may  be  worth  more  one  year  than 
another  j but  it  is  impoflible  by  a fluctuating  valuation  to  afcertain 
that  difference  over  a whole  country,  to  the  fatisfaction  of  every 
one ; and  although,  by  fixing  it  at  one  rate  upon  every  poffeflion, 
inequalities  mull  take  place,  yet  fixing  it  from  rifing  in  propor- 
tion to  improvement,  will  prove  an  encouragement  to  inuUitr)  , 
which  will  greatly  overbalance  fuch  an  inequality.  Every  one 
then  will  be  in  the  way  of  acquiring  an  addition  to  his  income, 
free  of  land-tax ; and  if  this  be  thought  too  great  an  encourage- 
ment to  improvement,  let  the  regulation  be  only  fixed  for  a deter- 
minate time  ; fuppofe  a century.  This  is  no  more  than  giving 
every  one  a leafe  as  it  were  of  their  land-tax  for  a hundred  years  , 
and  experience  fhews,  that  without  granting  long  leafes  it  is  im- 
pofiible  that  lands  fhould  ever  be  improved. 


Were 


Were  innovations  practicable,  according  as  right  reafon  and 
plain  principles  direct,  it  is  very  certain  that  a land-tax  might  be 
impofed  in  a better  way  than  I have  here  fuggefted.  But  to  what 
purpofe  would  it  be  to  lay  down  fchemes  beyond  the  power  of  exe- 
cution, when  the  principles  already  deduced  fo  plainly  point  them 
out  ? 

Qi-  EST.  2.  Which  is  the  beft  method  of  levying  taxes  ; by  farm, 
or  by  the  management  of  commiffioners  appointed  by  the  flate  ? 

The  befl  way  to  anfv/er  this  queftion,  is  to  fliew  the  inconveni- 
ences and  advantages  of  both.  The  arguments  againft  farming  are, 

\mo,  The  great  fortunes  made  by  the  farmers  occafion  jealoufy, 
and  expofe  to  the  eyes  of  the  people  a fet  of  men  who  are  become 
rich  at  their  expence  ; hence  envy  arifes,  and  hatred  againft  go- 
vernment. 

Q.do^  In  years  of  fcarcity,  war,  or  public  calamity,  deductions  of 
the  rent,  or  annual  fums  paid  by  the  farmers,  are  demanded,  and 
can  hardly  be  refufed,  and  the  farmers  always  overvalue  their  lofs  5 
here  therefore  is  an  unequal  bargain:  the  farmer  raufi  the 

ft  ate  ?nay  lofe. 

2,tio,  The  people  pay  lefs  willingly  to  the  farmers  than  to  the 
King ; magiftrates  in  general  fupport  the  raifing  of  duties  with 
more  unwiilingnefs,  and  feverities  upon  delinquents  are  lefs  eafily 
born. 

Thefe  inconveniences  are  avoided  in  the  management.  There 
men  of  the  beft  abilities  may  be  entrufted  with  that  employment ; 
experience  iliews  that  many  branches  of  taxation  have  been  car- 
ried to  great  perfection  under  management,  and  men  of  probity 
and  capacity  will  act  with  as  great  zeal  for  the  public  as  for  tliem- 
felves. 

The  principal  arguments  for  farming  are  ; the  advantage  of 
having  a fixed  and  certain  revenue  to  depend  on  at  regular  terms  ; 
that  the  farmers  a(5t  with  more  zeal  for  themfelves,  and  with 
greater  impartiality  in  employing  under-officers,  as  v/ell  as  more 
frugality,  and  therefore  can  afford  to  give  a higher  rent,  with  con- 

E e e e 2 fiderable 
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fiderable  profit  to  themfelves,  than  can  be  made  effectual  under  the 
bell  management : befides,  every  one  judges  himfelf  capable  ta 
adminifter  the  King’s  affairs,  becaufe  he  finds  profit  in  it ; but 
T^^ople  think  twice  before  they  undertake  to  be  farmers  of  a reve^ 

nue  they  do  not  well  underftand. 

In  the  adminiftration  of  taxes,,  it  ought  to  be  the  objefl  of  a' 
fiatefman’s  attention  and  care  to  profit  of  every  advantage  attend- 
ing- the  different  modes  of  levying  them.  It  is  not  fufficient  to  im- 
quire  into  tlie  general  confequences  of  the  two  modes  of  admini- 
firation,  the  management  and  the  farming  of  taxes  : thofe  of  the* 
cumulative  kind  efpecially,  affecting  the  lower  claffes,  would-be 
very  improper  objeas-.of  a farm  ; becaufe  it  would'be  in  a manner^ 
delivering  over  the  greater  part  of  a people  to  the  rapacity  of  tax-- 

gatherers. 

On  the  other  hand,  the  farming  of  proportionaP  taxes  is  nott 
liable  to  fo  many  inconveniences.  The  faimers  there  are  princi- 
pally employed  in  watching  over  thofe  vjho  advance  the  taxes,  and“’ 
who  are  them^felves,  as  has  been  laid,  in  reality  the  tax-gatherers 
over  the  people. 

When  therefore  circumftances  permit,  without  inconvenience, 
the  fabrication  of  excifeable  goods  to  be  incorporated  wfith  the 
farm,  this  of  all  others  is  the  bell  method  of  levying  taxes. 
Examples  of  this  are  familiar  almofi:  every  where.  The  farmeis 
of  the  fait  and  of  the  tobacco  in  France  are  in  this  fituation.  In 
retailing  thofe  commodities,  they  collect  the  price  they  pay  for  th^. 
compofition  ; that  is,  for  the  farm  of  them.  It  is  not  the  fame  of 
the  aids  in  France.  There  the  farmer  fuperintends  the  imme- 
diate tax-gatherer,  to  wit,  the  retailer  of  fpirituous  liquois,  or 
of  other  things  fubjedt  to  the  tax.  The  circumfcribing  the  num- 
ber of  places  where  excifeable  commodities  are  fabricated,  and  the 
fhutting  them  up  within  inclofures,  would  greatly  facilitate  the 
levying  of  all  excifes,  whether  by  farm  or  by  management. 

In  order  therefore  to  decide  whether  the  preference  ought  to  be 
given  to  the  management  or  to  the  farm,  circumftances  are  to  be 

weighed* 
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weighed.  When  a tax  is  new,  or  has  been  ill  managed,  or  has 
fallen,  without  any  vifible  caufe,  below  what  it  formerly  produced,, 
or  ought  to  have  done  ; when  the  amount  is  unknown,  by  being 
of  an  extenfive  colleelion:  in  fuch  cafes,  fhort  farms,  and  even  feve-= 
ral  fubdivifions  of  them  in  a country,  may  be  of  ufe.  But  when  a 
tax  is  well  underilood,  and  a good  plan  ofTevying  it  laid  down,  it 
may  be  well  raifed,  and  perhaps  better  improved,  under  a ma- 
nagement ; as  alfo,  when  it  is  of  a nature  to  be  ealily  underilood, 
and  when  the  very  exercife  of.  levying  it  points,  out  all  the  frauds 
poliible  to  be  committed. 

Davenant,  who  w^ell  underilood  this  queflion,  in  his  4th  Difcourfe' 
upon  revenues,  recommends  farms -which  ^.vo.  not  ab/olutCj  but /l- 
rnited,  as  the  bell.  By  limited,’  he  underllands,-  that  the  farm  fliould  ( 
Srll  be  given  for  a fixed  fum  ; that  the  farmers  fhould  carry  on  an  ; 
open  adminiftration,  liable  to  the  government’s  infipedion  in  every 
particular  ; that- in  cafe  the  profits  of  the  farm  Ihould  exceed  the 
rent  llipulated,  a certain  fum  Ihould  be  afcertained  for  the  charge 
of  management,  and  the  furplus  Ihould  belong  to  the  King,  allows-  • 
ing  a certain„poundage  to  the  farmers  to  animate  their  diligence*. 

He  very  ju^llly  obferves,  that  a tax,  when  farmed,  in  order  to 
be  improved,  will  naturally- drawq  at  firll,  a lefs  rent  than  the  fum - 
liquidated  as  a free  profit  by  the  former  management ; becaufe  the 
farmers  will  be  whiling  to  fecure  to  themfelves  a good  profit  ■;  and  .' 
next,  becaufe  they  whll  be-  obliged  to  make  a confiderable  advance, 
as  a fecurity  for  fulfilling  their  engagement,  which  mult  alfb  be 
confidered  as  a dedu<5tion  out  of  the  produce  of  the  tax. 

All  the  advantage  therefore  in -farming  mull  be  looked  for  after 
the  expiration  of  the  leafe  ; for  wdiich  reafon,  the  Ihorter  the  term  - 
is,  the  better:  three  years,  itfeem.s,  was  the  common  term  in  Eng-- 


land,  in  Davenant’s  time. 

All  new  impofed  taxes  ought  to  be  raifed  with  the  gieatell  le- 
nity, not  to  revolt  the  minds  of  the  people : the  firll  yearsdefi-- 

* This  plan  of  Davenaot’s  was  carried  into  execution  in  France  by  Momieur  Sif 


houett-,  i.n  1759. 
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ciency  is  well  bellowed,  if  government  can  but  difcover  the  dif- 
ferent ways  which  may  be  fallen  upon  to  defraud  the  tax,  and 
form  a good  judgment  how  far  the  amount  of  it  may  go  in  time, 
when  the  management  is  brought  to  perfedion.  As  long  therefore 
as  a management  continues  to  improve  a tax  newly  laid  on,  I 
fhould  not  think  of  farming  it : but  when,  either  from  the  extent 
of  the  impofition,  or  the  nature  of  it,  frauds  begin  to  multiply, 
and  management  begins  to  become  more  and  more  difficult,  then 
is  the  time  immediately  to  put  it  into  farm,  either  for  different 
dillricls  of  a country,  or  in  fub-farms.  if  this  be  delayed,  frauds 
will  daily  increafe ; and  the  difficulty  of  preventing  them  will  carry 
government  to  the  expedient  of  impoling  penalties,  fevere  in  pro- 
portion to  the  frequency  of  the  crime.  Commiffioners  will  conflantly 
put  thefe  in  execution  with  reludtance  ; the  management  will  be- 
come flack  ; or  if  penalties  are  rigoroufly  exacted,  they  will  become 
a handle  for  oppreffion  ; and  even  though  juflice  be  done,  and 
none  but  delinquents  be  puniffied,  yet  flill  the  people  will  be  ill 
affe(fled  with  the  punifliment  of  an  adtion  which  in  itfelf  they  are 
too  apt  not  to  confider  as  a crime  : whereas  in  farming^  frauds  will 
be  prevented  by  vigilance  more  than  by  fear  of  puniffiment ; and 
this  is  by  far  the  better  expedient.  Thus  inftead  of  feuds  daily 
increaflng,  they  w^ill  daily  diminifli,  and  the  tax  M'lh  impio\e 

yearly. 

Here  Davenant  well  obferves,  that  nothing  hut  divine  nvifdom  can  at 
frjl  create  perfect  order  ; but  in  all  human  affairs  it  muff  be  the  nvork  of  time, 

cind  the  refult  of  much  labour  and  application. 

One  good  reafon  for  managing  a tax  before  it  be  farmed,  is  to 
learn  the  nature  of  it,  and  of  the  frauds  it  is  liable  to.  When 
thefe  are  not  rightly  known,  the  farmer  can  more  eafily  furprize 
the  government,  and  obtain  from  it  new  regulations,  under  txie 
pretext  of  preventing  frauds  ; which  regulations  they  may  abufe, 

und  turn  to  other  purpofes  than  thofe  intended. 

Davenant  has  a very  good  remark,  p.  154.  That  a new  tax,  im- 

pofed  upon  confumption,  and  ill  levied,  equally  raifes  the  piicc 
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upon  the  confumers,  and  the  whole  profit  centers  in  the  hands  of 
thofe  who  retail.  That  when  an  old  excife  becomes  ill  levied,  the 
profit  is  divided  between  the  inferior  officers  (who  collect  it)  and  the 
retailers.  The  reafon  is,  that  a branch  which  is  well  rindeidlood, 
is  not  fo  liable  to  frauds  as  to  collufion.  This  fhews  that  in  everp 
cafe,  fuch  a duty  fhould  never  be  impofed  without  exerting  every 
endeavour  to  have  it  rightly  colledled.  The  ftate  Ihould  alfo  keep 
a watchful  eye  upon  the  augmentations  made  in  the  price  of  excife- 
able  commodities,  in  order  to  keep  the  augmentation  jullly  pro- 
portioned to  the  duty.  If  this  be  negledfed,  the  overcharge  hurts 
Gonfumption,  diminiffies  the  produce  of  the  tax,  and  enriches  the 
retailers  only.  Here  competition  is  necelTary  to  be  introduced ; the 
public  may  even  eredl  a manufaclure  which  may  regulate  prices, 
and  fo  foon  as  they  are  properly  afcertained,  the  felling  price  may 
be  fixed  by  an  affize. 

An  ill  levied  impofition  is  attended  with  this  additional  inconve- 
nience, that  it  eftablilhes  inequality  among  the  induftrious  of  the 
fame  clafs  5 confequently,  an  unequal  competition.  This  happens 
when  particular  officers  are  diligent  and  exact  in  doing  their  duty, 
while  others  are  remifs.  The  profits  of  retailers  are  high  in  propor- 
tion to  the  negligence  of  the  officers  of  the  revenue  ; and  their  extra- 
ordinary profits,  enable  them  to  underfell  and  to  ruin  thofe  who 
are  exactly  looked  after : the  confequence  of  this  is,  to  diminifli 
the  number  of  retailers  ; to  introduce  hurtful  monopolies  ; and  in 


general,  to  hurt  the  wdiole  branch  of  the  manufacture.  All  remiffi 
nefs,  therefore,  in  collecting  an  excife,  drav/s  along  with  it  a pre- 
judice to  the  Prince  and  his  people : and  the  relative  profit,  which 
balances  this  lofs,  falls  into  the  pockets  of  the  fraudulent  manu- 
facturer, and  the  corrupt  and  negligent  collector.  This  is  not  all  : 
the  deficiency  muft  be  made  up  in  another  way ; for  taxes  mull 
produce  the  fums  wanted.  Thus  the  remilihefs  in  collection  occa- 
fions  a new  additional  burden  to  be  laid  on  the  people. 

Quest.  3.  What  is  meant  by  income^  when  applied  to  individuals, 
and  to  a Hate,  and  wdiat  is  the  nature  of  the  expence  which  muft 
diminiffi  it,  when  it  is  confidered  as  the  objeCt  of  taxation  ? 


1 lie 
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The  great  intricacy  of  this  queftion  proceeds  from  hence,  that 
what  is  really  an  expence  to  one  is  the  income  of  the  other:  fe 
that  without  applying  our  reafoning  to  every  particular  facT,  no 
<reneral  explanation  can  be  rendred  intelligible.  My  reafon  for  pro- 
pofing  it  in  this  place,  is,  that  in  commenting  upon  feme  paffages 
of  Davenant,  in  his  difcourfes  ttpon  the  revenues  of  England,  I 
may  have  an  opportunity  of  illuftrating  fome  things  which  have 
been  already  examined. 

Davenant  was  an  admira:ble  writer ; he  had  a remarkable  genius 
for  political  theory,  and  his  fentiments  upon  many  things  am  veiy 
o-enerally  adopted.  My  intention  here  is  not  to  refute  opinions, 
but  to  avail  myfelf  of  his  combinations,  in  order  to  explain  my 


ov/n  ideas. 

In  -his  firft  difcourfe  upon  revenues,  we  find  the  following 


paflage. 

« The  number  of  the  people  leads  us  to  know  what  the  yearly 
income  may  be  from  land,  and  what  from  mines,  houfes,  and 
“ homefteads,  rivers,  lakes,  meers,  ponds,  and  what  from  trade, 
“ labour,  induftry,  arts  and  fciences : for  where  a nation  contains 
‘‘  fo  many  acres  of  arable  land,  fo  many  of  pafture  and  meadow, 
“ fuch  a quantity  of  wood  and  coppices,  forrefis,  parks  and  com- 
“ mons,  heaths,  moors,  mountains,  roads,  ways,  and  barren  and 
wafte  land;  and  where  the  different  value  of  this  is  computed, 
“ by  proper  mediums,  it  is  rational  to  conclude,  that  fuch  a pa.tof 
“ the  people’s  expence  is  maintained  from  land,  &c.  and  fuch  a 
“ part  from  mines,  houfes,  &c.  and  that  fuch  a part  is  maintained 
from  trade,  labour,  &c.  and  the  poor  exceeding  fo  much  1 1- 
“ rich  in  numbers,  the  common  people  are  the  proper  medium  by 
“ which  we  may  judge  of  this  expence. 

“ There  is  a certain  fum  requifite  to  every  one  for  food,  raiment, 
» and  other  neceffaries ; as  for  example,  between  7 and  8 /.  per 
“ annum  ; but  fome  expending  lefs,  and  fome  more,  it  may  not  be 
“ improper  to  compute,  that  the  mafs  of  mankind,  in  England, 

expend,  one  with  another,  near  8 /.  per  annum ; from  whence  it 

“ may 
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“ may  be  concluded,  that  an  amnial  income  of  Jo  mafr)'  millions  is  need^ 

ful  for  the  nourithment  of  fuch  and.  fuch  a number  of  people.” 

The  reafoning  here  takes  a wrong  turn.  It  is  of  no  confequence 
to  compute  the  value  of  things  confumed  without  alienation.  It  is 
of  no  ufe  to  know  that  the  value  of  the  phylical-neceffary-of  an 
Englifhman  is  8 /.  a year  *,  becaufe  if  this  fum  is  fuppofed  to  be 
an  exa(T  quantity  of  income,  not  one  farthing  of  tax  can  be  im- 
pofed  upon  it.  So  that  impoiing,  for  example,  5 upon  this 

article  would  only  be  railing  the  pliylical-neceliary  to  8 /.  8 j.  winch 
-8  s.  mull  be  paid,  not  by  the  phylieal-necedarian,  but  by  fome  body 
having  fuperfluity  who  employs  him:  and  if  there  was  not  fuper- 
’fluity  enough  in  England  to  anfwer  to  8 j.  a head,  fuch  a' tax  could 
mot  be  levied. 

He  afterwards  fuppofes  that  the  income  of  this  clafs  may  amount 
'to  about  twenty  millions  a year,  which  at  8 /.  each,  anfvrers  to  two 
^millions  and  a half  of  people.  He  ftates  the  income  of  lands  at  four- 
teen millions,  and  the  income  of  trade  at  ten  millions,  in  all  at 


forty  four  millions  a year:  and  hence  he  concludes,  that  taxes  ~ 
-ought  to  be  impofed  in  fome  proportion  to  this  total. 

Now  if  he  fuppofes  the  lirll  article  of  twenty  millions,  arifing 
from  the  income  of  thofe  who  are  employed  in  arts  and  manufac- 
-tures,  according  to  the  former  calculation  of  8 /.  a head,  to  be  as 
ready  a fund  for  taxation  as  the  land-rents,  we  mull  examine,  by 
the  principles  we  have  deduced,  v/hether  there  be  any  ground  for 
fuch  a fuppolition. 

Let  me  fuppofe  one  of  this  great  clafs  to  work  a whole  day  for 


his  vic8:uals  only.  Here  is  an  alienation  of  work  for  food.  It  is  im- 
poliible,  however,  to  raife  a tax  in  money  upon  this  alienation  q. 
becaufe  it  may  eafily  be  fuppofed  that  neither  party  has  -a  farthing. 
The  onlv  method  therefore,  in  fuch  a cafe,  to  impofe  a tax,  would 


be,  either  to  oblige  the  workman  to  fet  apart  a portion  of  his  day’s 
work  for  one  who  would  pay  the  public  for  the  value  of  it,  or  to 
oblige  the  perfon  who  gives  him  his  food,  to  pay  the  public  for 
the  privilege  of  employing  him  in  his  fervice.  The  one  and  the 
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other  are  examples  of  proportional  taxes.  But  this  method  of  tax- 
ation is  abfolutely  unknown.  In  this  example  there  is  an  alienation, 
which,  I have  faid,  conRantly  implies  a fuperfluity  of  one  kind  or 
other.  The  labour  of  the  perfon  working  is,  here,  fuperfluous  to 
himfelf ; therefore  a part  of  it  may  be  applied  towards  the  public. 
But  the  bread  he  receives  is  in  no  part  fuperfluous,  and  therefore 
cannot  be  laid  under  taxation  as  to  him.  But  then  the  bread  given 
for  the  labour  is  fuperfluous  to  the  perfon  who  gives  it  ; and  as  this, 
implies  that  he  has  a fuperfluity  of  bre.ad,  the  flate  may  demand  a* 
Ihare  of  that  fuperfluity. 

By  this  expofition  of  the  matter  it  appears,  that  in  oixier  to  raife 
a tax,  in  whatever  way  it  be  done,  fome  kind  of  fuperfluity  mufl 
be  fuppofed.  It  alfo  points  out  how  it  fliould  be  laid  on : for  if  by 
miflaking  the  proper  objea,  a part  of  the  Ihould  be  taken, 

from  the  workman,  inftead  of  being  taken  from  the  man  nvh'o  employs, 
him,  the  tax  would  affect:  the  phyfical-neceflary  of  the  labourer,  in-  - 
Read  of  afleding  the  fuperfluity  of  the  employer. . 

-Q.g  fupDofe  a workman  able  to  do  no  more  than  what  is 
requifite  to  dig  the  ground  for  roots  to  eat,  inftead  of  digging  it  to 
procure  bread  from  a man  who  has  bread  to  fpare ; ftill  there  will 
be  no  alienation;  confequentiy,  no  poflibilit)'  of  eftablifhing  a 
tax : for  if  you  either  take  a part  of  his  labour,  or  or  his  food,  you 
deprive  him  equally  of  his  phyiical-neceflary.  Yet  the  work  of  this 
man,  and  his  food,  may  be  valued  at  fo  much  money ; and  thus 
may  enter,*  in  one  fenfe,  into  Davenant’s  general  article  of  income 
or  expence  ; but  it  does  not  follow  that  any  tax  can  be  railed  upon 
fucli  an  income. 

To  eftimate,  therefore,  the  total  value,  in  any  nation,  of  what  is 
the  objed  of  taxation,  we  mufl  go  another  way  to  work.  The  fiifl 
article  mufl  be  xho:  annual  income  of  ^SS-  furtis.  By  funds,  here,  I undv,r- 
ftand  the  capital  wealth  already  made,  in  oppofition  to  the  produce 
of  induftry,  which  may  be  confldered  as  the  materials  of  which 
fuch  funds  are  compofed.  The  fund  therefore  is  the  accumulation 

of  favings,  which,  not  having  been  fpent  by  the  induftrious,  form 

a capital 
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a capital  of  a nature  to  produce  an  income,  either  from  land,  or 
from  any  other  valuable  thing.  Thus  land-rents,  annuities,  intereft 
of  money,  emoluments  of  offices,  falaries,  even  wages  of  fervants, 
in  ffiort,  every  fixed  income,  I range  in  this  firfi;  article,  which  I call 
annual  income^  produced  from  a capital  already  formed,  either  real 
or  fuppofed. 

This  may  be  laid  under  taxation  by  a pound-rate,  or  otherwife, 
and  forms  that  kind  of  tax  which  I call  cumulative  and  arbitrary  \ 
becaufe  a man  who  has  any  fort  of  vifible  revenue,  comes  under 
this  general  rate,  let  him  have  ever  fo  many  neceflary  deductions 
out  of  it,  ever  fo  many  debts  and  incumbrances.  From  fuch  circum- 
Itances,  cumulative  taxes  frequently  turn  out  extremely  burdenfome. 

The  fecond  object  of  taxation  is  upon  alienations  made  far  mo- 
ney. Whenever  we  come  to  difpofe  of  money  in  the  purchafe  of 
any  thing,  the  ftate  has  an  opportunity  of  exacting  a part  of  it  as  a 
tax ; but  while  it  remains  hid,  it  can  neither  be  come  at,  or  laid 
under  contribution,  without  extortion  or  violence. 

All  branches  of  expence  may  be  laid  under  taxation  by  excifes, 
which  I call  proportional  taxes ; becaufe  a man  is  never  fubjected  to 
them,  but  in  proportion  to  his  cxpence  ; and  his  expence  ought 
naturally  to  proceed  from  his  income. 

As  for  trade,  I do  not  clearly  fee  how  the  profits  of  it  can  be  regu- 
larly taxed.  In  France,  indeed,  they  are  taxed  under  the  firfi;  head, 
and  are  confidered  as  an  income.  Such  an  impofition  is  not  well 
judged ; becaufe  ■tl?ere  the  materials  for  making  the  fund  are  taxed 
as  if  they  were  the  income  of  a fund  already  made-  It  is  only  the 
favlngs  out  of  the  profits  upon  trade,  placed  fo  as  to  produce  a per- 
manent revenue,  which  properly  can  be  confidered  as  a fund  : the 
inco77te  therefore  of  thefe  favings,  and  not  the  favings  themfeives, 
fiiould  come  under  that  branch  of  taxation. 

Cuftoms  are  improperly  called  taxes  upon  trade.  If  ill  impofed 
they  flop  trade,  or  render  it  lefs  profitable,  by  diniiniffiing  the  de- 
mand for  the  goods  fo  taxed  ; but  they  take  nothing  from  the  pro- 
fits already  made. 
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In  a trading  nation,  the  great  branches  of  commerce  produce  a. 
certam  determinate  profit,  fubject,  I allo\^,  to  augmentations  and 
diminntions,  from  accidents  and  circumftances  impoffible  to  be 
forefeen : and  the  cuftoms  impofed  upon  exportation  and  importa- 
ration  differ  from  excifes  more  in  the  method  of  levying  them:  than 

in  any  thing  elfe. 

Davenant,  in  my  opinion,  would  have  given  a better  idea  of  the 
fum  which  taxes  might  have  been-  fuppofed  capable  of  producing 
in  England,  had  he  examined  the  amount  of  all  the  branches  of  reve- 
nue, Ind  of  all  the  fpecies  of  fak,  than  in  the  manner  he  has^  done.  - 
Theie  two  points  known,  it  would  be  expedient  next  to  inquire,^  in  ? 
what  manner  the  feveral  articles  could  be  made  fubjeei;  to  eitner 

cumulative,  or  proportional  taxes. 

I muft  now  take  notice  of  another  paflage  of  Davenanr,  where 
he  explains  hirnfelf  upon  the  quedion  before  us  : it  is  in  his  fifth 

difcourfe  upon  revenues,  where  he  fays, 

“ By  annual  income,  we  mean  the  whole  that  arifes  in  any 
country  from  land  and  its  product,  from  foreign  trade,  and  do- 
medic  bufinefs,  as  arts,  rnanufadures,  &c.  and  by  annual 
« expence  we  underdand  what  is  of  neceffity  confumed  to  cloath  and 
“ feed  the  people,  or  what  is  necejary  for  their  defence  in  time  of 
war,  or  for  their  ornament  in  time-  of  peace ; and  where  tne 
‘‘  annual  income  exceeds  the  expence  there  is  fuperlucration  arifing, 
“ which  may  be  called  wealth  or  nationai.  dock. 

The  revenue  of  a government  is  part  of  this  annual  incoiiie, 
« as  likewife  a part  of  its  expence,  and  where  it  bears  too  large  a 
“ proportion  with  the  whole,  as  in  France,  the  common  people 
“ mud  be  miferable  and  burdened  with  heavy  taxes. 

I mud  comment  a little  upon  this  paiTage. 

I have  no  objedion  to  this  expofition  of  the  matter ; the  ideas  are' 
intelligible  and  clear : but  I objecT  againd  the  application  of  his  doc- 
trine to  taxes  ; becaufe  it  would  lead  to  error.  Here  are  my  reafon^ 
i7no,  Income  is  called  the  whole  of  the  earth  s produflions . this 
I may  admit  to  be  jud,  except  when  v/e  confider  income  as  an  ob 

6 ^ 
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je6l:  of  taxation.  But  if  we  retain  tlie  fame  definition  to  exprefs  the 
income  of  one,  for  example,  who  labours  the  foil  for  his  own  fub- 
fifience,  as  well  as  of  another  who  labours  it  as  a trade,  the  dif- 
ference in  paying  their  taxes  out  of  it  will  be  very  great.  He  who 
draws  nothing  from  the  ground  but  his  phyfical-neeeflary,  can  be 
laid  under  no  taxation  5 becaufe  he  has  no  fuperfluity.  And  if  he 
be  obliged  either  to  give  a part  of  his  crop  in  tax,  or  to  fell  any 
part  of  it  for  money  to  be  paid  to  the  public,  this  diminilhes  his 
phyfical-neeeflary,  a,nd  forces  him  to  flarve:  ■ wheieas  the  other 
who  exercifes  labour  as  a trade,  may  be  obliged  to  pay  a pait  of  his 
furplus- by  way  of  tax  or  rent;  and  ftill  his  phyfical-neeeflary  may 
remain  untouched. 

It  is  for  this  reafon,  that  in  treating  of  thefe  matters,  I am  always 
at  the  greatefl  pains  to  point  out,  that  nothing  can  be  the  objeft  oi 
taxation,  except  what  is  over  and  above.:  the  phyficalrneceiTary  of 
every  one. 

In  all  countries  where  a land-tax,  fieuer,  taiUe,  or  by  wha,tever 


name  it  goes,  is  eftabliflied,.  care  mmft  be  taken  to  prevent  the 
Iiufbandmen  from  confining  their  labour  to  fuch  a fmall  fpot  of 
ground  as  is  barely  fufiicient  to  produce  their  own  phyfical-necef-  - 
lary,  unlefs  when  they  have  a trade  to  afifift  them  in  paying  what : 
the  public  demands  of  them. 

From  this  circumftance,  and  this  only,  it  happens,  that  the  land- - 


tax  in  England  is  fo  little  burdenfome,  comparatively  to  vhatit  is  > 
in  many  nations  of  Europe.  Lands  in  England  are  let  in  large  por- 
tions : no  body  will  let  a farm  fo  fmall  as  to  be  proportioned  to  the 
fupplying  of  the  mere  phyfical  wants  of  the  farmer.  But  in  other  ; 
countries,  where  the  oeconomy  is  different ; where  inheritances  in 
land  are  conftantly  divided,  as  moveables,  among  ail  the  children  ; 
the  lots  become  fo  fmall,  that  the  proprietor  can  draw  no  more 
from  them  than  his  own.iubfiltence ; and  then  wdien  a land-tax  is  . 
impofed,  this  poor  little  portion  being  valued  in  proportion  to  what 
it  can  produce,  as  well  as  the  greatefl  eflate  in  land,  the  hufbancl- 
man  is  ffarved,  although  the  tax  demanded  of  him  be  laid  on  in  i 

the 
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tli6  cx3.ct  proportion  to  the  produce  of  his  Hnd,  while  he  th3,t  h3,s 
a furplus  is  quite  eafy. 

I would  therefore  recommend,  in  countries  where  this  minute 
fubdivifion  of  lands  has  taken  place,  that  for  the  future  none  un- 
der a certain  extent  or  value  fliould  be  fulFered  to  be  divided  among 
the  children,  but  ordered  to  be  fold,  and  the  price  divided  among 
them  5 and  that  the  fame  regulation  ftiould  be  obferved  upon  the 
death  of  fuch  proprietors  whofe  lands  are  not  fufficient  to  produce 
•three  times  the  phyfical-necelfary  of  the  labourers*  This  would 
engage  a people  to  exercife  agriculture  as  a trade,  and  to  give  over 
that  trifling  hufbandry  which  produces  no  furplus,  and  which  in- 
volves fo  many  poor  people  in  the  opprelTion  of  land-taxes.  This 
■plan  can  never  be  recommended  as  a plan  to  be  executed  all  at 
once : it  mull  be  done  by  degrees,  and  in  proportion  to  the  pro- 
o-refs  of  induftry.  The  principle  is  fo  evident,  that  I never  found 
anv  one  who  did  not  immediately  agree  to  the  juftnefs  of  my  ob- 
fervation  ; although  in  impofing  land-taxes  I have  nowhere  found 

it  . attended  to 

Here  then  is  the  ufe  of  theory  ; it  directs  us  in  practice  to  avoid 
diiiiculties,  which  might  otherwife  be  judged  unfurmountable. 

2^(7,  I farther  obferve,  that  it  is  a more  hurtful  error  flill  to  mif- 
take  the  produce  of  induftry  for  the  taxable  income  arifing  from 
it,  than  to  miftake  the  grofs  produce  of  land  for  the  rent : becaiife 
the  profits  upon  induftry  bear  a fmaller  proportion  to  its  produce, 
than  the  rents  of  lands  do  to  their  full  fruits. 

The  beft  method  of  raifing  money  upon  the  lower  clalTes  of  the 
induftrious,  is  rightly  to  lay  their  confumption  under  proportional 
taxes,  which  they  may  eafily  draw  back  ; becaufe  they  will  raife 
the  price  of  their  work  proportionally. 

From  this  we  may  conclude,  contrary  to  the  common  opinion, 
that  the  teft  of  well  impofed  taxes  is  to  raife  prices  in  proportion. 
When  they  are  rightly  impofed,  every  one  who  fells  a commodity 

* Some  fmall  attention  is  paid  to  the  poorer  fort  of  landholders  in  F.ngland  : for,  by 

the  annual  aft  for  a laad-tax,  no  poor  perfon  (hall  be  liable  to  the  pound-rate,  whui. 

janda,  &c.  are  not  werth  zos.  per  annun  value.  , . , 

winch 
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which  has  paid  a tax,  will  draw  it  back,  whether  he.be  induftrious 
or  not.  If  he  confumes  it,  he  cannot  draw  it  back^  but  by  raifing 
the  price  of  his  work ; which  again  he  cannot  do,  unlefs  the  tax 
be  made  fo  general  as  to  affecl  all  his  competitors  and  unlefs  the 
confumption  he  has  made  be  unavoidable  to  every  one  of  them. 

When  we  reflea:  upon  the  large  quantities  of  excifeable  goods 
which 'are  confumed  as  fuperfluities,  we  mull  conclude  that  the 
rife  of  prices,  daily  complained  of,  proceeds  more  from  our  mam 

ners  than  from  the  taxes  we  pay. 

2,tio,  The  expence  of  a people  is  not  merely  what  is  fufficient  to  fub- 
ftfl:  them  ; but  what  they  confume,  either  in  fruits,  or  manufadtures. 
Had  indeed.  Davenant  computed  the  value  of  this  necelTary  quan- 
tity, and  deduced  it  from  the  income,  according  to  his  acceptation 
of  income,  thoTemainder  would  have  been  a tolerable  good  re- 
prefentation  of  what  I mean  by  income,  or  taxable  fund  ; becaufe 
whatever  a people  confume  beyond  the  necelTary,  I confider  as  a 
mperfluity  which  may  he  laid  under  taxation. 

4/!?,  I mull  alfo  differ  from  him  in  his  idea  concerning  fuper- 
lucration,  wealth,  or  national  flock. 

According  to  him,  this  is  the  quantity  of  income  remaining  after 
the  following  dedudlions : uno,  What  is  necejfary  to  clothe  and  feed 
the  people.  2.do,  nectjfary  for  their  defence  in  time  of 

war,  and  ornament  in  time  of  peace.  But  according  to  my  nor« 
dons,  I mull  alfo  deduft  all  that  is  confumed  in  fuperfluities  ; for 
what  is  confumed,  whether  necejfarily  or  fiiperjluonjly^  never  can 
make  an  article  of  fuperlucration,  wealth,  or  national  flock.- 

The  fuperlucration  then  of  a nation  confifts  in  the  augmenta- 
tions made  upon  her  flock  of  every  kind,  capable  of  producing  a 
proportional  income  : it  is  the  converting  into  fomething  durable 
the  welhemployed  time  of  the  inhabitants.  In  this  fenfe  the  new 
pavement  of  London,  the  roads,  buildings,  fhips,  &c.  in  England, 
are  all  articles  of  fuperlucration,  as  well  as  the  improvement  of 
the  lands,  and  confolidation  of  the  balance  of  her  trade,  which 
has  created  that  part  of  the  public. funds  belonging  to  natives. 

Quest. 
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Quest.  4.  Is  it  poffible  to  convert  a land-tax  into  one  of  the  pro- 

'^°rhht  Trarions  fpeculation  ; and  as  it  is  a lliort  exercife  upon 
feveral  principles  of  this  fcience,  it  comes  in  properly  at  the  conclu- 

fion  of  our  work.  , 

To  make  a land-tax  proportional,  the  proprietors  of  land  fliould 

' be  enabled  to  draw  back  the  burden,  in  the  fale  of  the  earth’s  pro- 
.auctions.  This  they  cannot  do,  as  matters  ftand.  The  farmers 
who  pay  no  land-tax  underfell  them  ; becaufe  they  have  no  tax  to 

"^'s^ce^the  tax,  therefore,  cannot  be  drawn  back  direftly,  let  us 

apply  our  principles  to  difcover  a method  how  this  might  be  done 

indiredly.  . 

Let  nothing  but  lands  be  fubjed  to  this  impofuion,  ^ 

Let  every  part  of  them  be  valued,  and  recorded  in  a genera^ 

bread,  butchers-meat,  and  fubfiftence  of  all  kinds,  te  laid 
under  an  excife,  in  all  markets,  and  nowhere  elfe,  at  a rate 
to  raife  the  tax  intended  to  be  laid  upon  the  lands ; and  let  t e 
amount  of  this  tax  be  drawn  back  by  the  landlords,  m proportion 

-to  the  valuation  by  which  they  have  paid  the  land-tax. 

That  this  is  a reafonable  impofition,  appears  from  the  whole 
plan  of  this  work.  We  have  feen,  in  the  firft  book,  how  the  great 
body  of  the  people  is  divided  into  labourers  and  free  hanas  ; .tha. 
the  free  hands  are  the  inhabitants  of  towns,  who  go  to  market  for 
fnbfiPencc,  and  confume  what  coriefponds  to  the  lano-renK ; con- 
fequently  the  landlords,  who  at  prefent  pay  a c-umulative  tax, 
which  they  cannot  draw  back  in  any  Ihape,  are  juftly  mtitled  to  t e 
amount  of' this  proportional  tax,  laid  upon  the  great 
produce  their  land-rents,  and  which  are  confumed  ) i - 

taiits  not  employed  in  agriculture. 

Every  one  who  has  writ  concerning  taxes  has  endeavoured 

contraa  the  objeft  of  them  as  much  as  poffible : mom,  I imyme 

.with  a view  to  eafe  the  public  than  the  people.  I have 
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another  courfe.  I have  been  for  multiplying  the  objects  of  taxatioa 
as  much  as  pollible,  and  for  making  them  more  in  proportion  to 
expence  than  to  property  or  income.  But  that  I may  conform  my- 
felf  in  fome  meafure  to  the  ideas  of  thofe  who  have  examined  the 
fame  fubje(51:,  I fliall  propofe  a tax,  which  would  fill  up  the  place  oi 
every  other ; and  could  it  be  levied,  would  be  the  bell  perhaps  ever 
thought  of. 

It  is  a tax,  at  fo  much  per  cent,  upon  the  fale  of  every  comm<^- 
ditv. 


CHAP.  Xllf. 

Recapitulation  of  the  Fourth  Book 
Part  I.  Of  the  Inter ejl  of  Money. 

Introd.  T introduce  the  fubjea  of  credit  and  debts,  by 
A giving  a general  idea  of  its  extent.  It  comprehends 
the  method  of  eftablifliing  a folid  fecurity  for  money  borrowed  j 
of  extending  the  objed  of  fuch  fecurity  in  proportion  to  circum- 
ftances  ; of  fupporting  the  credit  of  the  borrowers,  when  over- 
ftretched  ; and  of  preventing,  a^  far  as  poffible,  the  fatal  confe- 
quences  of  a bankruptcy,  when  it  can  be  no  longer  fupported. 

I ftiew  how  all  myfteries  relating  to  credit  proceed  from  our 
ignorance  only  of  its  true  nature  ; which  is  confidence  efiabliihed 
upon  a vifible  and  palpable  fund  of  payment.  I obferve  how  de- 
licate a thing  credit  is,  and  how  gently  it  muft  be  dealt  with  ; how- 
incompatible  the  forms  of  common  la^v  are  with  the  difcuffion  of 
queftions  which  arife  between  merchants  ; how  neceiTary  it  is  to 
form  a jurifprudence  peculiar  to  trade,  and  to  iupport  it  b}  man 
ners  more  than  by  authority  and  when  credit  is  once  fet  apon  ils 
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true  bafis,  how  all  aerial  fchemes,  bubbles,  and  public  bankrupt- 

cics  will  be  avoided. 

- Chap.  I.  Here  I iliew  how  impoffible  it  is  to  eftablifh  credit  by 
'authority  - how  infeparably  it  is  connected  with  liberty  and  inde- 
pendence ; and  Rill  how  compatible  it  may  be  with  that  fupreme 

power  which  is  vefted  in  every  government. 

Chap.  11.  The  objecT  of  credit  is  money  lent ; the  balls  of  loan 
is  the  pavmnnt  of  intereft.  If  money  be  wanting,  credit  will  die ; 
confeouently,  there  mull  be  a method  found  for  augmenting  and 
diminiihing  the  quantity  of  money  in  proportion  to  the  demand 
for  it.  It  is  augmented,  by  converting  land  into  paper-money  ; it  is 
diminilhed,  by  relieving  the  land  of  the  engagement  upon  it,  and 
evtin'^uiihing  the  paper-money.  This  is  no  more  than  a con- 
-r’^^p^'ce  for  turning  into  a circulating  ‘value,  which  is  the  principal 
:;;;!:^riftic  of  me  obligations  of  private  men,  which  in 

ill  countries  are.  confidered  to  be  of  an  equal  vame  witn  any  com... 
" I here  explain  what  is  meant  by  money  Jiagnated,  and  by  money 
realized.  Monev,  while  it  is  employed  in  circulation,  can  carry  no^ 
irtereft  ; the  moment  it  lies  idle  to  one  man,  were  it  but  for  a day, 
h may  be  worth  intereft  to  another,  who  willingly  pays  for  the  ule 
of  it.  when  he  lias  occafion  either  to  buy  what  he  wants,  or  to  pay 
what  he  owes.  If  no  body  be  found  who  wants  it,  then  it  is^  faid 
to  ftagnate  in  the  hands  of  the  proprietors.  This  denotes  that  circu- 
lation is  full..  He  therefore  defires  to  reaUze  it ; that  is,  to  pur- 
chafe  with  it  fome  kind  of  income.  For  this  purpoie,  if  it  be 
coin,  he  fends  it  to  fome  place  where  coin  is  wanted.  If  it  be 
paper,  he  demands  of  the  debtor  in  the  paper  eithei  to  give,  iimi 
an  intereft  for  it,  or  to  convert  it  into  coin,  wliich  is  the  money  of 
the  v/orld.  Both  are  called  realizing  ; and  in  proportion  as  money 

is  reabzed,  circulation  diminillms. 

Hence  I conclude,  that  as  the  ufe  of  circulating  money  is  to 
carry  on  alienation,  fo  the  ufe  of  ftagnated  money  is  to  produce  an 
intereft  ; confequently,  a perpetual  intereft  is  better  than  mmney, 

when  it  is  not  wanted  for  the  ufe  of  circulation.  If  theiCfoie,  by 

the 
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the  policy  of  a country,  the  capital  of  every  perpetual  intereE 
be  immediately  converted  into  money  for  the  life  of  circulation^ 
the  inconvenience  of  capitals  not  demandable  is  removed ; be- 
caufe  although  you  cannot  make  the  debtor  pay,  you  can  fell 
what  he  owes  you  to  another,  who  will  j and  this  equally  fiiits 
vour  convenience. 

Chap.  III.  The  umplicity  of  manners  among  the  primitive 
chriftians,  circiimfcribing  very  much  the  uies  for  money  in  circu- 
lation,  a great  quantity  of  the  coin  was  confequently  locked  up. 
Paper  money  then  was  fuperfluous  ; becaiife  even  coin  itfelf  fo  far 
exceeded  all  the  rife s of  their  circulation,  that  it  was  coniidered  in 
the  light  of  jewels  and  plate  with  us. 

Taking  intereil  for  it,  when  lent,  appeared  to  them  as  unrea- 
fonable,  as  if  a lady,  in  thefe  times,  were  to  aik  a price  for  lend- 
ing her  jeveels  to  a friend. 

However,  as  money  was  neceffary  on  many  occaiions  to  thofe 
who  had  none  locked  up,  the  Jews,  who  have  ahvays  defpifed 
land-property,  made  a trade  of  lending  ; and  this  drew  an  odium 
upon  the  practice.  I can  afcribe  it  to  no  other  caufe.  Our  man- 
ners are  totally  changed  ; and  Chriftians  lend  money  at  intereft  as 
well  as  Jews.  Neither  trade,  induftry,  or  credit,  can  lubiift  ivith- 
out  it ; and  as  money  cannqt  be  lent,  without  allowing  intereft  to 
be  taken,  intereft  is  become  the  bafts  of  the  whole  fyftem  of  ciecdt, 
and  comes  to  be  examined  in  the  following  chapters. 

Chap.  IV.  Before  induftry  was  eftabliftied,  the  calls  for  mmney 
to  borrow  were  fewq  and  chiefly  confined  to  Princes  in  time  ox  war, 
and  prodigal  proprietors  of  land  in  time  of  peace.  Their  demands 
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v/ere  urgent,  and  the  intereft  they  paid  was  in  proportion, 
lenders  polTeiTed  but  a fmall  part  of  the  coin  of  the  country ; be- 
caufe  the  bulk  of  the  people  locked  up  all  they  could.  Thofe  who 
hoarded,  would  not  lend ; and  this  greatly  diminiflied  the  lund  Ox 
borrowing  : befides,  Princes  and  prodigals  had  no  fooner^fpent  the 

money  borrowed,  than  it  fell  again  into  tne, hands  of  tnoie  wnq 

Q g rr  O-  a hoarded  j 
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hoarded  ; and  the  lenders  found,  "no  doubt,  great  difficulties  in 

procuring  frefh  fupplies.  ^ 

When  induftry  and  trade  brought  money  out  of  its  repolitories, 

when  the  neceffity  of  permitting  intereft  appeared  evident  to  the 
church,  the  coin  then  began  to  make  its  appearance,  and  was 
ready  to  be  lent.  This  opened  a market  for  money.  The  price  of 
money  is  the  rate  of  intereft.  At  this  market,  the  borrowers  and 
lenders  appear  in  competition  among  themfelves,  according  to  cir- 
cumftances.  If  more  money  is  demanded  to  be  borrowed  than  is 
offered  to  be  lent,  the  competition  takes  place  among  the  borrow- 
ers and  intereft  rifes.  If  more  is  offered  to  be  lent  than  is  de- 
manded to  be.borrowed,  intereft  falls.  Thofe  who  borrow  money 
may  be  divided  into  rwo  claffes,  viz.  thofe  who  intend  to  fpend 

it  and  thofe  who  intend  to  trade  with  it. 

’when  more  money  is  to  be  lent  than  the  firft  dafs  demands,  the 
ra^e  of  intereft  will  be  regulated  by  what  merchants  can  give  for  it:, 
when  there  is  lefs,  it  will  rife  to  what  the  prodigals  -will  give: 


^°Bm  this  firft  clafs  mull  have  good  credit,  or  their  borrowing; 
will  be  cut  off.  When  therefore  a ftatefman  finds,  that  the  bor- 
rovving  of  fuch  people  hurts  the  commercial  intereft  of  his  coun- 
u v by  keeping  intereft  high,  he  ffiould  weaken  their  credit,  by 
tying  up  their  lands  by  entails.  When  their  borrowing  hecomes. 
neceffary  for  the  encomagement  of  induftry,  and  for  brtngmg  ah 
the  money  there  is  into  circulation,  then  their  credit  ffiould  b.  en- 
larged, by  promoting  an  expeditious  fale  of  every  branch  of  their 

^ c*h  it.  V.  Thus,  without  the  aid  of  law,  the  inteieft  of  niom-y 
is  regulated  by  demand.  But  a ftate  muff  not  totally  over  ook  me 
intereft  of  the  clafs  who  fpend  more  than  thdr  incomes,  t worn 
be  inhuman  to  throw  them  into  the  jaws  of  ufurers.  Statutes 
therefore  prevent  intereft  from  rifing  above  a certain  rate, 
preferves  them,  and  renders  the  diffipation  of  their  fortunes  mote 

gradual. 


But 
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But  although  a flatefman  has  it  in  his  power  to  guard  his  people 
againft  the  oppreffion  of  uiur)%  by  preventing  the  rate  of  money 
from  riling  above  the  ordinary  ftandard  of  demand,  he  cannot 
equally  force  it  down  below  this  llandard,  even  although  the  inte- 
rells  of  trade ihould  require  it:  becaufe  if  the  monied  men  can  lend 
their  capitals  abroad,  at  a higher  intereft  than  they  can  procure  for 
them  at  home^  they  will  dillrefs  the  landed  intereft,  by  demanding 
what  they  owe,  and  all  the  money  will  be  fent  abroad,  as  was  the 
cafe  in  Scotland  in  1762,. 

This  was  not  the  cafe  a hundred  years  ago.  No  money  then; 
could  be  lent  abroad  by  Englifhmen ; becaufe  thofe  who  would 
o-ive  high,  intereft  had  no  eredit.  Thus  government  could  bring  it, 
down  at  will ; monied  men  were  forced  to  content : and  the  price, 
©f  land  rofe  in  proportion  as  intereft  fell. 

As  it  is  the  extravagance  of  men  of  property  which  raifes  the  rate  ; 
of  money  above  what  is  confiftent  with  the  intereft  of  trade,  the- 
expedients  to  bring  it  down,  are,  i.  To  circumfcnbe  borrowing  by 
the  prodigal:  2.  To  fufpend  borrowing  by  the  ftate : and  3.  To 
throw  as  much  public  money  as  .poffible  into  the  market,  by  pay- 
ing off  debts.  When  a ftatrefman  has  by  fuch  meafures  brought  the* 
rate  of  money  confiderably  below  the  legal  price,  he  may,  by  a 
new  ftatute,  prevent  its  lifing  again  fo  high  as  formerly ; but  ftill 
he  muft  keep  in  his  eye  the  rate  of  money,  and  ftate  of  credit  m 
rivalnations,  in  order  to  avoidthe  inconveniences  already  mentioned. 

Chap.  VL  If  Great  Britain  were  to  regulate  the  rate  of  money  be- 
low what  the  fluctuations  of  demand  are  commonly  found  to  carry' 
it,  then  in  time  of  war,  as  foon  as  demand^  which>can  be  fubjeft  to  no 
ftatute,  got  up  to  the  high  ftandard,  the  whole  landed  intereft  would 
be  torn  to  pieces  by  their  creditors  : for  the  debtors  could  not  borrow 
from  one  to  pay  another,  becaufe  nounan  would  give  themi credit.. 
This  would  put  an  end  to  all  their  expence  ; the  funds  whicn  mp-- 
ply  it  at  pmfent  (the  land-rents)  would  be  carried  off.  by  creditors;; 
and  all  the  induftrious  who  ferve  fuch  proprietors  of  land  would 

fuffer  confiderably  for  want  of  employment.  Tiie  conckifion  w 
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me  o-enerality  of  people  would  draw  from  this  phssnomenon  would 
be^  That  high  intereft,  inllead  of  being  hurtful,  is  advantageous  to 

Chaf.  VIL  Hence  we  may  conclude,  that  low  intereft  is  prim 
oipally  advantageous  for  carrying  on  foreign  commerce,  and  that 
the  beft  method  to  keep  it  low,  is  to  keep  circulation  full,  by  fad- 

iitating  the  niel'ting  down  of  propei  ty. 

Thi^  expedient  has  been  contrived  by  merchants  in  the  cftablilh^ 
-ment  of  banks  upon  mxortgage ; and  there  is  a poffibility  that 
landed  m.en,  fomic  centuries  hence,  mmy  find  out  that  they  m-ay 
imitate  the  example  of  traders,  and  contrive  the  means  of  borrow^ 

ino*  cheaper  than  they  can  do  at  prefent. 

Were  a particular  nation  to  carry  fucli  expedients  into  execution 
with  fuccefs,  it  vmuid  have  the  effect  of  bringing  down  the  rate  of 
money  every  where.  This  would  fmk  the  general  average  of  the 
whole,  but  never  v.-ould  prevent  the  operation  of  thofe  principles 
by  wlffch  it  had  been  brought  down  ; and  the  moll  intelligent  na- 
tions would  ftill  have  the  fame  advantages  as  before,  of  keeping 
their  intereft  low  relatively  to  their  neighbours,  which  is  the  great  de- 
fiipport  of  public  credit,  as  well  as  of  foreign  trade. 

Chap.  VIIT.  But  although  it  is  of  very  great  advantage  to  trade 
to  have  intereft  low,  we  cannot  judge  of  the  profperity  of  trade 
from  this  circumftance  alone. 

That  nation  gains  the  mmft  upon  her  trade  who  draws  the  greateft 
balance  fromi  the  reft  of  the  vcorld.  Now  the  balance  cannot  be 
judged  of  by  the  rate  of  intereft  ; becaufe  this  depends  more  upon 
manners  and  policy  than  upon  the  ftate  of  induftry.  Induftiy  mu 
he  fupported  by  fuperior  dexterity,  natural  advantages,  and  promp- 
titude of  payments,  as  w^ell  as  by  low  intereft.  Prompt  payment 
alone,  is  of  more  confequence  to  the  induftrious  populace,  than  a 
fmall  difference  upon  the  rate  of  intereft.  That  encourages  the 
whole  clafs  of  manufa^urers.  Low  intereft  is  principally  an  advan- 
tage to  the  merchants  who  are  obliged  to  employ  credit  for  collecT- 

ing  their  work;  and  merchants  themfelves  who  trade  upon  credit, 

^ often 
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often  gain  more  by  quick  returns  than  what  will  compenfate  a cout 
fiderable  difference  in  the  rate  of  intereft.  Low  intereil  may  more 
properly  be  called  the  barometer  of  public  credit  than  of  foreign 
commerce. 

Cha-p.  IX.  From  what  has  been  faid,  I conclude,  that  the  rate  of. 
interefl  does  not  fink  as  wealth  increafes  ; becaufe'it  is  influenced 
by  many  circumftances,  which  do  not  depend  upon  opulence.  It 

depends  upon  the  fpirit  and  manners  of  a people,  and  will  fludluate. 
with  them.. 


Part  IT. 


Of  Banh^ 


Chap.  L f AVING  deduced  the  principles  which  regulate  the 
1.  J.  rate  of  interefl,  I proceed  to  inveftigate  thofe  which 
influence  domeftic  circulation  ; and  as  banks  are  the  great  engine  by 
which  circulation  is  carried  on,  in  tracing  the  nature  of  banks  we 
lhall  fully  underftand  its  policy  and  principles. 

Banks  either  circulate  notes,  or  transfer  credit  written  in  their 
books : the  firft  are  called  banks  of  circulation  j the  latter  banks  of. 
dcDofit. 

All  banks  are  founded  on  credit,  and  according  to  the  nature  o£^ 
tlieir  inflitution,  I may  divide  the  credit  they  are, built  on  into  tluree. 
kinds,  viz.  private,  mercantile,  and  public. 

Private  credit  is  when  .the  ground, of  confidence  is  real  property^ 
pledged  for  the  fecurity  of  the  loan. 

Mercantile  credit  is  when  the  caufe  of  confidence  is  in  the  tradings 
flock,  abilities,,  integrity,  and  good  fortune  of  the  perfon  who; 
obtains  it. 

Public  credit  every  one  underftands.  It  is  wdien  the  ground  o£ 
confidence,  is  a fund  fecured  by  public  faith,  in  favour  of.  the  ere- ■ 

ditors^a 
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•aitors,  for  the  intereft  and  capital  due,  ^hich  laft  however  is  never 

, exigible  from  the  date.  • 

Private  credit  is  the  moft  folid  of  the  three;  mercantile  credit  is 
the  moft  precarious ; and  public  credit  depends  entirely  upon  the 
maxims  of  every  government  with  regard  to  public  faith. 

It  is  the  objed  of  confidence,  not  the  quality  of  the  perfon  obtain- 
ing credit  which  determines  the  nature  of  the  credit.  A merchant 
may  grant  bond  on  the  credit  of  his  lands ; a landed  man's  bill, 
as  mLber  of  a mercantile  company,  may  only  afif-ed  his  ftock  m 
trade,  and  a Prince  may  pledge  a province  for  a fum  of 
The  debts  of  a ftate,  and  the  bills  of  merchants,  are  more  eafily 

transferred  than  private  feculities.  ^ 

Public  and  mercantile  credit  ftand  upon  a more 
tom  than  private  fecurity.  A fufpicion  ot  mfolvency  will  ihake  the 

two  former ; real  infolvency  only  will  deftroy  the  latter. 

Thefe  are  feme  of  the  peculiarities  which  charadenze 
ences  between  the  three  kinds  of  credit.  The  juftnefs  of  the  dif- 
Ldions  I have  made  appear  from  them,  and  fmm  other  cncum- 
ftames  mentioned  in  this  chapter ; and  the  utilit)-  of  fucn  diftmc- 
tions  will  appear  from  their  application  as  we  proceed. 

Th  ip.  II.*  To  eftablifli  private  credit,  on  the  moft  folid  and  exten- 
fivi  bottom,  the  effeds  of  debtors  Ihould  be  rendred  of  a ready 
converfion  into  money  ; the  fale  of  lands  ihould  be  rendred  eafy 
and  expeditious  ; no  entails  or  doggs  by  mortgage  and  *e  like, 
fliould  be  allowed ; debts  upon  poflefiions  ought  to  be  regi  re  , 
and  thofe  due  to  banks  (the  great  public  debtorsj  Ihould  aiway 

be  confidered  in  a moft  favourable  light. 

CIhap.  III.  Tanks  of  circulation  upon  private  credit,  are  o grea 
ufe  in  the  infancy  of  induftry.  In  countries  where  it  is  only  taking 
root,  the  greateft  obftrudion  it  meets  with  is  a fcarcity  of  mon^x 
When  money  is  fcarce,  payments  are  ill  made ; and  when  the  u.es 
for  money  increafe,  if  money  be  not  made  to  augment  in  propor- 
tion, alienation  will  ceafe  to  go  on,  and  payments  will  daily  be 

more  precarious.  This  is  To  evident  that  I ihail  not  infill  upon  «• 

^ Now 
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Now  as  every  individual  in  a ftate  does,  iefs  or  more,  fupport 
induftry  by  confuming  its  produce,  money  muft  be  provided  for 
every  one  in  proportion  to  the  value  of  his  property.  This  opens  at 
once  the  principle  of  banks  upon  private  a*edit. 

He  who  has  money  will,  every  where,  willingly  lend  to  every 
one  who  can  give  good  fecurity  for  it ; and  the  obligation  granted 
by  the  borrower  is  confidered  by  the  lender  as  better  to  him  than 
the  money  he  lends.  Before  the  eftablifhment  of  banks,  fuch  loansr 
were  made  in  coin  ; but  as  people  difcovered  that  a good  obligation 
was  as  good  as  coin,  they  difcovered  alfo,  that  when  obligations 
could  be  made  to  circulate,  they  might  fuppiy  its  place. 

For  this  purpofe,  banks  found  out  an  expedient  of  dividing  obli- 
gations fecured  upon  property  into  fmall  parts  of  the  capital  fum  j 
and  by  delivering  them  back  to  the  borrower,  with  an  obligation  to 
pay  them  in  coin  to  the  bearer  on  demand,  they  coiiilituted  themfelves 
■debtors  to  the  public  for  every  note.  The  confequence  of  this  was, 
that  the  coin  of  the  country  became  lefs  ufeful  in  circulation ; and 
as  the  banks  demanded  it,  and  even  gave  premiums  for  obtaining 
it,  it  came  into  their  hands,  and  ferved  the  purpofe  of  changing 
notes  j that  is,  of  fubdividing  the  fums  mentioned  in  them,  into 
the  lowed;  denominations  of  the  money  of  the  country. 

There  is  not  a nation  in  Europe  fo  ignorant  as  not  to  feel  the  ufe 
of  this  policy ; but  there  are  few  Avho  have  difcovered  how  to  efta- 
blilli  the  confidence  of  the  public  in  this  general  debtor,  the  bank. 
The  reafon  is,  that  people  imagine  a bank  fhould  at  all  times  be 
able  to  turn  all  their  paper  into  coin.  Were  this  pofiible  to  be  done, 
where  v/ould  be  the  ufe  of  banks  ? How  could  they  multiply 
monev  ? 

j 

From  this  fliort  expofition,  we  may  underftand  the  dilfereace  be- 
tween banks  upon  private,  mercantile,  and  public  credit.  The 
firft  lend  upon  the  fecurity  of  poifeflions  ; the  fecond,  upon  bills  of 
exchange,  which  is  called  difcounting  5 the  third,  upon  the  fecurity 
of  the  public  funds. 


VOL.  II. 
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CnAP  IV.  A fcardty  of  money  only  being  found  to  flop  the  pro- 

irrefs  of  induftry,  and  thereby  to  circumfcribe  the  gains  of  mer- 
chants  who  fupply  confumption  ; and  they  perceiving  that  men  ot 
property  become  bad  cuftomers,  more  from  the  impoffibility  of 
mahinv  payments  than  for  want  of  an  inclination  to  confume, 
toinedrogether,  and  formed  a conCderable  flock  which  they  expofed 
b the  eyes  of  the  public.  This  gave  them  credit,  and  every  one 
who  had  money  to  lend  was  fond  of  placing  it  in  their  hands. 
Other  people  who  wanted  to  borrow,  applied  to  them  for  money. 
Their  anfwer  was,  we  have  no  coin ; but  if  you  want  money  or 
any  purpofe,  we  can  aflift  you  in  credit,  if  you  will  give  us  fecuiity 
upon  your  eftate.  Here  is,  faid  they,  a note  of  ours,  wbnch  any 
bLy  will  take  from  you  as  payment  for  what  you  want.  This  was 
the  feme  thing  to  the  man  who  wanted  money  for  a particular  ufe„ 
ai  if  they  had  given  him  coin , and  as  fuch  demands  became  rre- 
quent,  the  notes  were  printed,  and  infenfibly  banking  was  efta- 

“smts  perceiving  the  abufe  which  might  follow,  were  eve^-  one 
allowed  to  ifliie  paper  in  this  manner,  judged  it  proper  to  eied  com- 
panies who  lent  them  conCderable  fums  as  a fecurity  for  their  fait 
Lhe  public ; and  thefuperior  credit  of  fuch  companies  drew  the  con- 
fidence of  the  public,  and  circumfcribed  the  dealings  of  mdividua  s. 
Thus  the  trade  of  Lombards,  who  had  formerly  fupported  circula- 
tion by  their  bills  of  exchange  payable  to  order,  received  a farther 
extenfion  bv  the  eftablifliment  of  banks,  who;  by  iffuing  notes  pa>- 
a^to  bem-er.  rendred  them,  in  all  commercial  countries,  every 

bit  as  ufeful  as  any  coin. 

Banks  once  eftabliflied,  regulations  became  ^ 

tbefe  the  firfl  and  fundamental  one,  was,  to  iffue  no  notes 
good  fecurity.  If  it  be  afked,  what  fecurity  Ihould  be  taken  i T^he 
anfwer  is,  the  befl  thofe  who  want  credit  can  give.  In  a cot  y 
where  trade  and  induftry  are  little  known,  but  where  a « 
refinement  is  taking  place,  demand  muftbe  encouraged,  in  order 
to  augment  the  fupply.  And  as  this  demand  for  con 
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Ihould,  naturally,  come  from  men  of  landed  property  ; the  bank, 
therefore,  fhould  firft  refolve  to  iHue  notes  upon  the  fecurity  of  that 
kind  of  property. 

When  mduftry  becomes  more  extended,  and  when  trade  becomes 
more  fecure,  from  the  folidity  of  mercantile  funds,  banks  may  then 
begin  to  difcount  bills  of  exchange,  and  as  this  branch  of  credit 
enlarges,  the  bank  will  by  degrees  participate  of  the  nature  of  thofe 
fecured  upon  mercantile  credit. 

\Yhen  public  credit,  again,  is  well  eilabliflied,  they  will  lend  upon 
government  fecurities,  pledged  in  their  hands,  and  thus  become 
founded  upon  public  credit. 

According  therefore  to  the  principal  objedt  of  their  trade,  they 
are  faid  to  Hand  upon  private,  mercantile,  or  public  credit. 

When  a proprietor  of  lands  gives  his  bond  to  a bank,  it  fhould  be 
unclerftood,  that  as  long  as  he  regularly  pays  the  'intereft  of  the 
money  borrowed,  the  bank  is  not  to  demand  the  capital. 

For  this  bond  they  give  notes,  which  are  conlidered  as  ready  money, 
and  therefore  carry  no  intereft.  So  the  profit  of  the  bank  is  to  re- 
ceive intereft  for  what  they  lend,  and  to  pay  none  for  what  they  owe. 

What  they  owe  is  the  paper  they  ifTue.  They  owe  this  to  the 
public  ; and  the  fecurity  which  the  public  has,  is  the  fecurity  which 
the  bank  received  from  the  perfon  who  borrowed  from  them. 

Hence  the  folidity  of  banks  upon  mortgage.  Their  notes  become 
money,  and  this  money  is  fecured  upon  the  whole  ftock  of  the 
bank,  and  the  whole  property  engaged  to  them. 

But  as  the  ftock  of  the  bank  is  of  a determinate  value,  and  a.s  the 
notes  they  ifllie  may  very  far  exceed  it,  die  credit  of  a bank  will 
be  precarious,  unlefs  the  value  of  the  fecurities  upon  which  they 
lend,  be  equal  to  all  the  notes  111  circulation.  It  will  alio  be  preca„ 
rioiis  in  proportion  as  the  fecurities  tliemfelves  are  fo.  i-i.ence  the 
intereft  the  public  has  to  take  care  that  banks  give  credit  upon  no- 


thing but  the  beft  fecuritr 
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Chap.  Y.  A bank,  therefore,  which  lays  down  a rule  to  lend 
pen  the  mortgage  of  folid  property  only,  would  deftroy  confidence,^ 

H h h ha 
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if  it  fliould  launch  out  in  giving  credit  to  thofe  who  have  no  folid 
property  to  pledge. 

Chap.  VI.  The  ufe  of  all  banks  is  to  fupport  domeftic  circula- 
tion: this  is  two-fold  j that  carried  on  by  confumers,  and  that  car- 
ried on  by  traders  and  manufadurers,  who  fupply  confumption. 

The  circulation  carried  on  among  the  firll  is  in  proportion  to  their 
income,  and  their  credit  Ihould  be  in  proportion  to  the  funds  which 
produce  it.  The  circulation  carried  on  by  the  lall  is  in  proportion 

to  the  demand  for  their  indultry. 

If  a bank  be  eftablifhed  on  the  credit  of  folid  funds,  it  is  very 
plain  that  they  cannot  fupport  the  circulation  of  manufacturers  and 
dealers  upon  the  fame  terms,  or  in  the  fame  way  they  do  that:- 
of  proprietors.  They  may  indeed  difcount  bills  ; but  they^  cannot 
give  a permanent  credit  upon  a fecurity  which  is  not  founded  upon 
property.  This  opens  a new  combination. 

Trade  and  induftry  are  difperfed  through  many  hands,  and  if 
the  ftock  of  thofe  whO:  carry  them  on  be  compared  with  what  is 
necelTary  for  that  purpofe,  it  will  appear  very  fmall.  What  is  defi- 
cient in  flock  muft  be  made  up  to  them  in  credit ; and  this  will  be 
in  proportion  to  their  integrity,  capacity,  and  good  fortune.  A fraii 
fecurity  for  paper,  which  is  to  become  the  money  of  a nation  ! Such 
fecurities  mull  either  be  rejedled  by  every  bank  whatever,  or  the 
whole  fabric  will  tumble  into  ruin-  But  this  fubaltern  clafs  of ■ 
dealers  may  have  recourfe  to  merchants,  w^hofe  wealth  and  funds 
are  folid  and  extenfive.  To  thefe  a bank  may  give  credit,  and  they 
again,  in  their  dealings  with  the  other  clafs,  may  indemnify  theim 
felves  of  all  the  rifk  they  run,  by  profits  in  proportion  to  it. 

This  clafs  of  merchants  I call  exchangers;  becaufe  they  deal  piiu- 
cipally  by  bills  of  exchange  in  the  credits  they  give,  which  are  of 
the  greateft  advantage  to  an  infant  trade  and  a growing;  induftry. 

Chap.  VII.  When  banks  were  firft  eftablifhed,  there  was  no  mo 

ney  known  but  coin,  and  many  there  ftill  are,  who  do  not  cleaily 

fee  how  money  can  poflibly  be  made  of  any  thing  but  metal.  Tne 

fcarcitv  of  coin  raifed  the  rate  of  intereft,  and  when  banks  began  to 

lend 
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lend  their  paper,  they  exa(5ted  the  fame  intereft  as  if  they  had 
been  lending  coin.  Hence  they  were  obliged  to  promife  pa}Tnent 
of  their  notes,  in  coin,^  upon  demand.  In  confequence  of  this,  the 
policy  of  circulation  proceeds  upon  the  fuppofition,,  that  bank  notes 
are  equal  to  coin  in  every  refpeH ; and  when  any  interruption  hap- 
pens in  the  ready  exchanging;  them  at  the  hank,  all  runs  into  con- 
ftifion.  I fhall  afterwards  fhew  how  this  might  be  presented.  ■ . 

While  a country  has  a balance  of  trade,,  either  at  par  or  in  her 
favour,  no  body  has  occalion  for  coin,  except  to  reduce  bank  notes 
to  their  loweft  denGmination  of  money.  - But  when  a balance  is 
due  to  other  nations  which  mufi;  be  paid,  in  gold  and  filver,  every 
one  who  wants  coin  for  that  purpofe,  runs  to.  the  banks,  which 
are  obliged-  to  pay  in  , it,  and  then . they  are  thrown  into  diftrefs> 
Hence  we  may  conclude,  that  a bank.  taking  upon  itfeif  the  obli- 
gation of  paying  in  coin,  without  carrying  its  policy  farther  than 
the  banking  trade,  cannot  hand  its  ground  in  a country  which 
owes,  upon  an  average,  a balance  to  other  nations.  This  opens  a 
new  and  a moh  curious  combination. 

Chap.  VIII. In  the  mechanical  operations  of  trade,  when  they 
are  not  combined  upon  principles,  and  directed  by  a fuperior  policy, 
every  balance  due  from  one  nation  to  another  upon  the  .whole  of 
their  reciprocal  payments,  that  is,  in  confequence  of  their  debts 
and  expences  abroad,  as  well  as  in  the  courfe  of  their  mercantile 
operations,  muh  be  paid  in  the  metals. 

For  tranfacting  this  balance,  there  is  a fet  of  merchants  who  deal 
in  the  bufinefs  of  exchange.  Every  debtor  to  another  country  is 
fuppofed  to  have  value  in  his  hands  for  it,  which  he  converts  into 
bank-paper ; with  this  he  buys  a bill  of  exchange,;  drawn  upon  the 
place  where  he  is  debtor,  and  the  exchanger  who  fells  it,  demands 
coin  of  the  bank,  which  lie  fends  off  for  payment  of  his  bills.  If 
during  this  operation  the  bank  fhould  Hand  with  its  hands  aciofs, 
and  only  think  of  expedients  to  provide  coin,  it  is  evident,,  that  ir 
fpecie  fhould  totally  fall  in  the  country,  trade  mull  be  at  an  end, 

and  the  credit  of  the  bank  w'ould  be  undone : for  no  body  will  enter 

into 
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into  every  combination  neceffary  to  difcover  the  impoffibility  of 
converting  the  whole  paper  currency  of  a nation  into  gold  and 
filver.  Thus  a bank  which  cannot  pay  in  coin,  will  be  fuppofed 
to  be  ruined,  though  in  reality  it  may  be  worth  half  the  property 
of  the  Rate. 

Is  it  not  then  of  great  confequence  to  banks,  and  to  a nation,  that 
the  principles  of  their  trade,  and  the  fecurity  of  their  paper,  fliould 
be  well  underRood  ? And  is  it  not  wonderful,  that  they  tliemfelves 
have  not  made  evident  a thing  which  they  mull  underfland  far  bet- 
ter  than  any  one  who  has  not  had  their  experience  ? 

Chap.  IX.  When  a country  gentleman  owes  money  in  town, 
beyond  what  his  rents  can  pay,  does  he  not  borrow  from  fome 
body  who  has  money  ? Does  not  this  borrowing  prevent  his  lands 
and  his  houfes  from  being  torn  to  pieces  by  thofe  who  have  a right 
to  demand  -money  of  him  ? Would  he  not  be  laughed  at,  if  he  were 
to  delay  pledging  a part  of  his  property,  in  order  to  fecure  the^ 
whole  ? 

The  cafe  is  juft  the  fame  xvith  banks.  They  owe  a fum  of  coin 
equal  to  all  the  paper  they  have  in  circulation.  Jn  this  they  repre- 
fent  the  country  gentleman.  Foreign  nations  demana  payment 
from  them  in  coin ; becaufe  it  is  the  fame  thing  whether  this  de- 
mand be  made  direcfly  on  the  bank,  or  on  thofe  who  can  demand 
it  of  the  bank.  Such  nations  reprefent  the  town.  Muft  not  tnen 
the  bank  borrow  upon  the  credit  of  the  fecurities  pledg-ed  at 
the  time  they  iftued  their  notes,  and  v.diicli  to  them  reprefent  the 
gentleman’s  lands  : And  can  they  borrow  from  any  but  thofe  who 
have  money  I Their  own  country  can  have  none  to  lend,  while 
they  owe  a balance ; they  muft  therefore  borrow  from  other  na- 
tions, and  transfer  what  they  borrow  to  their  creditors  abroad. 

tiencc  I conclude,  that  as  nations  which  have  coin  pay  what 
they  owe  with  it,  and  thereby  diminifh  its  quantity  ; fo  nations 
whofe  money  is  their  land,  muft  pay  in  land,  to  the  diminution 
of  that  fpecies  of  property : and  as  a man  Vvdio  owes  a thoufand 

pounds  upon  his  eftate  is  only  proprietor  of  it  for  the  remaining 

value ; 
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%^alue  ; in  like  manner,  a country  which  pays  an  annual  intercft  to 
other  nations,  is  only  proprietor  of  what  remains. 

Chap.  X.  If  the  country  gentleman,  who  is  pulhed  by  his  cre- 
ditors for  money,  which  he  cannot  expect  to  draw  from  his  rents 
as  they  become  due,,  fhould  borrow,  for  a few  weeks,  from  one 
who,  after  that  time,  will  liave  occafion  for  his  money  him- 
feif,  he  will  be  put  to  all  the  expence  of  giving  fecurity  for  it,  and 
at  the  end  of  that  fliort  time,  he  will  be  at  as  great  a lofs  as  ever 
to  find  money  to  reimburfe  the  man  who  had  lent  it  him.  This  re- 
prefents  the  expedient  ufed  by  banks  to  obtain  temporary  credits, 
inilead  of  a permanent  loan  upon  a regular  intereft'. 

Chap.  XL.  When  trade  goes  on  well,  and  produces  a regular 
balance  in  favour  of  a country,  the  trade,  of  banking  is  eafy,  and 
few  employments  require  lefs  capacity.  But  when  the  balance  be- 
gins to  be  unfavourable,  and  when,,  in  felf-defence,  they  are 
obliged  to  deal  in  exchange,  the  cafe  is  different. 

Whatever  balance,  is  due  abroad  mull  be  paid  by  the  banks,  as 
has  been  faid,  either  in  coin  or  in  credit.  As  long  as  they  pay  in 
coin,  the  bufinefs  of  paying  the  balance  is  left  to  exchangers,  who 
conduct  the  operation.  But  whenever  banks  borrow  abroad,  upon 
a permanent  loan,  and  thereby  acquire  a fund  to  draw  upon,  the 
bufinefs  of  exchange  falls  naturally  into  their  hands,  and  they 
mav  profit  of  it  according  to  circumflances.  In  this  cafe,  notone: 
fhilling  of  coin  can  go  out  of  the  country,  in  the  way  of  payment  j 
becaufe  there  will  be  a lofs  to  any  one  wiio  fends  it  away,  v/hen  he. 

can  pay  cheaper  by  a bill.  ' _ - 

Chap.  XIL  But  the  mofi:  complicated  combinations  arife  from 
the  confequences  of  a wrong  balance  on  the  ftate.  Oj.  domeftic  cir- 
culation. I hope  this  matter  will  be  more  eafily  comprehended, 
from  the  fhort  recapitulation  I am  now  to  give  of  it,  after  all  that 
has  been  faid  upon  the  doctrine  of  taxes,  and  of  the  difficulty  of 
paying  them,  when  money  is  fent  abroad. 

Aloney  is  the  inftrument  of  alienation  ; and  when  this  inflru-- 

ment  is  taken  away,  alienation  mufi;  ceafe.  Now,  it  is  a matter  oa. 

indif- 
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indifFerence  as  to  circulation,  whether  money  be  rendered  fcarce 
by  being  fent  out  of  the  country  by  the  ftate  in  time  of  war,  or  by 
the  fubjetTs  who  owe  it  to  ftrangers  in  time  of  peace.  A determi- 
nate quantity  of  money  is  requiCte  for  domeftic  circalation.  In 
whatever  way  this  comes  to  be  diminifhed,  it  is  the  duty  and  inte- 
reft  of  banks  to  fill  up  the  void  as  fall  as  polEble,  by  readily  fur- 
nilliing  credit  at  all  times  to  thofe  who  can  give  fecurity  for  what 
they  demand.  If  batiks,  by  paying  balances,  ftiall  have  exhaufted 
thehfund  of  coin,  the  fault  is  their  own.  Why  did  they  not  m 
time  provide  the  neceffary  funds  abroad  > But  in  whatever  manner 
they  pay  the  balance,  the  confequence  is,  to  take  a fum  of  money 
equal  to  it  out  of  domeftic  circulation  ; and  this  cannot  be  replace 
but  by  more  money  lent  by  them  upon  new  fecurities  If  an  U1 
^irounded  fear  Ihould  at  fuch  a time  engage  them  to  refufe  credit 
when  demanded,  the  country  will  be  in  a worfe  fituation  than  i 
banks  had  never  been  eftabliihed,  from  the  fudden  diminution 
of  money,  which,  without  that  eftabliftiment,  never  could  have 

if  banks  would  confider  the  whole  foreign  balance  as  imme- 
diately their  own  debt)  and  it  is  fo,  when  they  are  obliged  to  pay 
it)  thev  would  provide  the  eafieft  method  of  acquitting  it:  fince 
none  of  the  expence  incuired  can  fall  upon  them,  in  any  propor- 
tion to  the  gain  they  make,  in  receiving  intereft  for  ail  they  en  ., 
and  in  paying  none  for  what  they  owe  within  the  fphere  of  their 

oAvn  circulation.  anrl 

CH.1P.  XIII.  Whatever  contracts  circulation,  hurts  a bank,  and 

offers  no  relief  to  it  with  refpea  to  the  payment  of  balances^ 
they  borrow  money  at  home,  they  cut  off  the  branch  t e>  ,an 
upon,  unlefs  they  continue  at  the  fame  time  to  give  ere-  it  to  a 
who  demand  to  borrow  upon  good  fecurity.  This  lau  combina- 
tion was  omitted  in  the  chapter  1 am  now  recapitulating  ecau  c o 
the  multiplicity  of  thofe  I was  obliged  to  iim'oduce,  m ordei 
demonftrate  how  hurtful  it  is  for  banks  voluntarily  to  dimini 

the  circulation  of  the  country  where  they  are  eftabliflied.  a 

therefore 


therefore  bring  it  in  here,  and  refer  to  the  chapter  for  the  other 
combinations  which  cannot  be  abridged. 

Did  banks,  upon  mortgage,  make  it  a rule  to  borrow  all  the 
money  offered  to  them,  at  a fmall  deduction  from  the  common 
intereft,  while  at  the  fame  time  they  continued  to  lend  as  for- 
merly to  every  perfon  of  good  credit ; the  confequence  in  a little 
time  would  be,  that  they  would  become  the  abfolute  center  of  all 
borrowing  and  lending,  and  the  greateft  part  of  the  expence  of 


drawing  fecurities  would  be  faved. 

Every  perfon  who  had  money  to  lend,  would  lend  it  to  the  bank  ; 
and  every  one  who  had  money  to  borrow,  would  borrow  it  of  the 
bank.  Upon  thefe  two  operations,  the  difference  of  intereft  paid, 
and  received,  would  more  than  balance  the  additional  expence  of 
fo  great  a detail.  But  then  indeed  fome  new  law  would  be  necef- 
fary  to  facilitate  fecurities.  The  clogs  laid  upon  folid  property 
oblige  the  bank  to  innft  upon  conditions,  which  put  it  out  of  the 
power  of  many  perfons  of  good  credit  to  borrow  from  them.  But 
I do  not  propofe  plans : my  aim  is  confined  to  principles  ; and 
from  thofe  I have  mentioned  a new  claufe  in  bank  notes  would 
arife,  viz.  to  pay  in  coin,  or  by  a transfer  of  intereft  at  a deter- 
minate rate,  at  the  option  of  the  bearer,  not  of  the  bank. 

Chap.  XIV.  This  would  be  an  optional  claufe,  very  different 
from  that  lately  introduced  into  Scotland,  where  the  option  of  pay- 
ing intereft  was  left  to  the  bank.  This  has  fince  been  wifely  fup- 
preffed  ; becaufe  it  proved  a heavy  clog  upon  circulation,  ana  en- 
abled the  bank  to  avoid  doing  wmat  their  owm  intereft,  and  that  of 
the  nation,  required  of  them,  viz.  the  ready  payment  of  all  ba- 
lances againft  the  country.  But  in  fuppreffing  optional  claufes, 
n-overnment  ffiould  facilitate  the  means  of  paying  balances,  and 
of  providing  coin.  This  is  done  by  eftablifliing  and  fupportmg. 
the  credit  of  the  banks,  in  proportion  to  the  folidity  and  extent  of 
their  funds.  An  example  of  this  nature  occurred  m Ireland,  m 
April  1760,  when  the  parliament  interefted  itfelf  direcUy  m tie 
fupport  of  the  credit  of  fome  private  bankers,  A mint 

VOL.  II.  ce-ary. 
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oeffarv  • or  if  this  fhould  be  judged  improper  or  fnperfiuous,  feme 
Sauce  at  leaft  Ihould  be  given  in  conveying  com  from  the  place 

“VSSv '*°Ail  branches  of  policy  are  brought  to  perfecTion  by 
Sees'  whin,  infteadof  being  eftabliflted  at  once  on  found  pnn- 
dpls  they  introduce  themfelves  mechanically^  by  cuftom  and 
See  only.  When  therefore  a national  bank  rs  not  found  to 

S =11  die  wirpofes  ettpecTed  from  it,  private  people  imitate 
anfwer  all  Thus  in  Scotland,  when  the 

SkstfEdintarvh  did  not  fufficiently  fupport  circulation  in  the 
Se  dStS  of  the  country,  ^ankmg  companies 

were  ereded,  and  tLs  the  public  was  filled  with 

Set  SeySe  erS  of  which  was  Tuite  unknown  to  many, 

who  were  irpaS  » the  public;  and  no- 

Whatever  S rigta  to  prevent  the  iffuing  of  notes 

doubt  the  public  has  a good  g F ^ 

Ly  any  but  fuch  as  it  to  value  ; 

to  order,  every  there  is  ‘no  recourfe  uponany 

butwhenit  ispayab  ,i;  ’ jon  Such  regulations  therefore 

but  the  firft  grantor  of  oblige--  ^ ^ ^ ^ ,,,  p,per. 

fliould  be  made  in  this  r ea  as  ,a,wifltment  of  a 

facilitate  a geneial  circu  , jj.g  f^me  coun- 

currency  confined  to  particular  exchange  from  one 

try,  which  tends  to  intio  uce  circulation  of 

town  to  another.  This  wou  ^ communication, 

eveiy  county  earned  on  y ^ countiy'  is  requiCte, 

S oSSn  mS  fltould  not  be  confined  to  the  place 
fliort  fketch  of  a general  plan  ^3 

rnlation.  Chap. 
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Chap.  XVII.  If  proper  regulations  upon  the  banking  trade 
fhould  be  found  inconMent  with  the  laws  and  manners  of  a 
people,  which  require  a more  extenfive  liberty  to  every  one  to  carry 
on  what  commerce  he  thinks  fit,  I think  it  is  reafonable  that  every 
company  of  merchants  who  ilTue  paper,  payable  to  bearer,  with- 
out the  fancTion  of  government,  fhould  be  obliged  to  fubjed  their 
books  to  fome  kind  of  public  infpedion,  that  it  might  be  feen  whe- 
ther the  credit  they  grant  to  individuals  be  of  a fufficient  folidity 
to  anfwer  for  the  notes  they  circulate. 

Chap.  XVIII.  The  numberlefs  diftrefles  of  the  Scots  banks  at 
the  end  of  laft  war,  made  it  neceiTary  to  fiiow,  in  a particular 
chapter,  what  the  confequences  might  have  been,  had  the  banks 
at  that  time  totally  withdrawn  their  credits,  and  given  up  bufinefs. 
This  flep  would,  imo,  have  cut  off  uieir  whole  profits  of  banking. 
2do,  It  would  have  ruined  the  whole  clafs  of  exchangers  ; and  wfith 
them,  the  whole  trade  and  manufactures  of  Scotland. 

Chap.  XIX.  Here  I take  a farther  Hep  into  thofe  intricate  com- 
binations. I now  fhew  how  the  whole  obligation,  both  of  paying  in 
coin,  and  difcharging  foreign  balances,  may  be  taken  off  from  thofe 
who’adrainifter  a national  bank.  Their  notes  are  propofed  to  be 
paid  by  a proportional  transfer  of  intereft.  All  intereft  due  by 
banks  on  that  account,  and  to  banks  for  credit  given,  is  propofed 
to  be  paid  in  coin  at  certain  terms.  Thofe  who  have  occalion  for 
coin  are  to  buy  it  at  the  mint : but  this  coin  is  entirely  calculated 
for  domeftic  circulation  ; and  therefore  a very  moderate  quantity 
of  it  will  be  neceffary.  And  for  the  payment  of  all  fums  due  to 
foreign  nations,  I lay  it  upon  government,  according  to  the  plan 

propofed  in  the  5*  chapter,  upon  exchange.  ^ n • o. 

Thus  the  whole  policy  of  circulation  is  divided  into  three  dimncT: 

The  melting  down  of  property,  and  keeping  circulation 

full  at  all  times.  This  is  the  bufinefs  of  banks. 

2do,  The  providing  of  coin  is  the  bufinefs  of  mints. 

I i i i 2r 
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3fw,  The  granting  bills  on  foreign  parts,  for  value  in  the  na- 
tional currency,  is  the  bufinefs  of  the  Rate.  _ 

Ch>p  XX  The  objecftion  to  this  doctrine  is,  that  if  notes  are 
not  payable  in  coin,  th^  ceafe  to  be  of  value.  The  anfwer  is  fnort. 
The  ufe  of  paper  money  is  to  keep  reckonings  of  value  between 
people  who  have  property  ; the  ufe  of  coin  is  ro  avoid  giving  credit 

to  people  who  have  none.  ' . t.  . i 

. The  value  of  the  paper  in  the  country  is  afcertamcd  by  tne  value 

of  the  intereft  which  is  paid  for  it  in  coin  ; and  by  not  paying  the 

capitals  in  coin,  you  prevent  its  being  carried  off  without  necef- 

fity,  whenever  a balance  becomes  due  ; which  balance  might  be 

paid  by  the  means  of  credit.  t a 

■ Chaf  XXI.  I Ihew,  bv  many  arguments,  (afterwards  employed 

in  the  'loth  chapter,  upon  public  credit,  and  which  render  this 

combination  more  Ample  than  I fliould  otherwife  have  been  able 

to  make  it  in  this  place)  that  the  return  of  a favourable  balance 
of  trade  will  clear  the  bank  of  all  the  foreign  debts  contracted  by  ir, 
for  the  relief  of  the  countiT  ; as  a like  favourable  balance  on  the 
trad^  of  Great  Britain  has  the  effecT  of  fetting  that  nation  free 
from  a proportional  part  of  the  money  due  to  ftrangers.  In  this 
cafe,  the  favourable  balance  is  incorporated  in  the  public  funds 
011^10  natives : in  the  other  cafe,  it  is  incorporated  with  the  flock 
of  the  bank  fecurities,  and  enables  them  to  relieve  that  part  of 
them  which  was  engaged  for  the  intereft  paid  out  of  the 

Ch-s-p.  XXII.  The  conftitution  of  the  bank  of  England  difrei  s 
eflentially  in  fome  particulars  from  that  of  banks  upon  mortgage, 
and  private  credit.  It  is  not  fo  much  calculated  for  multiplying 
the  currency,  by  melting  dotvn  private  property,  as  foi  faci  uatii.g 
the  circulation  of  the  trade  of  London,  and  exchequer  of  Great 

Britain.  _ r k- 

The  grounds  of  confidence  upon  which  the  notes  ot  this  com- 

ppny  {land  are  very  great. 

jmo,  A capital  of  eleven  millions  fterling,  for  which  they  are 
creditors  to  the  nation. 
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Ido,  A fum  of  credit-calh  at  all  times  in  their  hand,  of  about 
eleven  millions  more. 

Ztio,  The  bills  of  exchange  of  all  the  great  merchants  of  Europe, 
which  they  difcount. 

4/0,  When  they  ilTne  paper  to  government  upon  the  faith  of 
taxes,  or  circulate  exchequer  bills,  they  have  the  fecurity  of  the 
public  faith  for  the  ihort  advance  of  a few  months. 

This  bank,  I have  faid,  is  more  ufeful  for  promoting  circular 
tion  than  for  augmenting  it.  It  has  however  lent  its  affifxance  in 
this  refpecT  on  very  critical  occahons.  It  has  circulated  exchequer 
bills  ; and  tallies,  which,  from  difcredit  at  the  time,  were  as  ill  cal- 
culated to  fupply  the  ufe  of  money,  as  lands  or  honfes  are,  from, 
their  unwieldy  nature.  The  great  advantage  the  public  reaped 
from  fuch  operations,  abundantly  iliew  the  utility  of  banks,  w-hich 

are  calculated  for  that  very  purpofe. 

The  nrincipal  operations  of  this  banjc  aie,  lO  receive  and  pay 
greateft  part  of  all  the  national  levenuv,,  expences,  cti^d 
debts  ; to  difcount  bills  of  exchange  payable  at  London,  ana  to 
fupply  the  country  with  coin. 

The  demand  of  London  for  fubfiftence  and  manufaclures  from 
'the  country  of  England  is  fo  great,  that  the  whole  amount  of 
what  is  fent  up  to  that  city,  for  taxes,  and  for  land-rents  there  ex- 
pended by  the  proprietors,  does  not  compenfate  it.  From  which 
it  follows,  that  by  the  bank’s  not  giving  credit  upon  private  fecu- 
rities,  the  whole  of  their  paper  is  in  a manner  confined  to  the  ca- 
pital ! and  if  any  part  of  that  paper  cafually  goes  into  the  coun- 
it  quickly  returns,  inpayment  of  what  would  otnerwiie  be 
remitted  in  bills.  So  that  paper  circulation  in  the  country  of  Eng- 
land is  very  inconfiderable,  wdien  compared  with  the  com. 

" The  intention  of  this  chapter  is  to  examine  and  compare  the 
principles  of  the  two  fpecies  of  banking,  and  to  poiiiv  out  thv,.^ 
feveral  confequenees  as  to  circulation  ; from  whxch^I  am  m 
think,  that  if  banks  of  circulation  were  to  be  eftabuinea  m comx- 

try  towns  of  note  in  England,  they  would  greatly  promote  indu  try 

^ ever  'f 
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every  where,  and  occafion  no  inconvenience  from  their  contrail 

with  the  national  bank.  • * , n-  i i.  v 

Ch4p  XXIII.  After  deducing  the  principles  upon  which  the  fe- 

lidity  of  paper  money  is  eftablillied,  I proceed  to  point  out  the  bad 

confequenccs  of  iffuing  bank-notes  upon  a precarious  fecurity. 

The  bank  ellabliflied  in  Prance  by  Mr.  Law,  and  the  fatal  cata- 

ftrope  it  brought  upon  that  nation,  furniih  excellent  matter  for  il- 

luftrating  the  docTrine  of  paper  credit.  ' 

The  late  King  of  France  left,  at  his  death,  a debt  upon  his  ing- 
dom  of  142  millions  fterling;  the  coin  being  at  28  livres  the  mare 

of  filver.  . ^ . ,, 

Chap.  XXIV.  In  a few  months  after  his  death,  the  debt  was 

reduced  to  100  mUlions,  by  the  turn  of  a wheel.  The  coin  was 

put  at  40  livres  the  marc.  But  as  the  hundred  millions  fterling, 

intrkfic  -value,  after  the  reducTion,  contained  as  tnany  livres  m ricr- 

tal  Lmh.ati.n,  as  the  hundred  and  forty  millions  did  before,  the 

nrcateft  inconvenience  difcovered  by  the  people  was  confined  to 

the  necelTity  impofed  upon  them  to  fell  their  old  coin  at  the  King  s 

^’^Arthis  time  Law  fet  up  his  bank,  and  without  doubt  alTiftcd 
people  in  that  refpeft,  with  very  great  benefit  to  himfelf. 

Chip  XXV.  He  divided  the  capital  ftock  of  the  bank  into  1200 
fliares,  of  5000  livres  each  (the  livre  at  this  time  was  exaftly  a 
Ihilling  fterling)  ; and  the  purport  of  the  notes  he  iffiied  was,  that 
payment  fliould  be  made,  at  all  times,  in  livres  of  the  fame  intrmlic 

value.  , 

This  bank  was  eftablifhed  on  the  principles  of  the  Scots  banics, 

and  lent  fums  upon  every  fpecies  of  good  fecurity.  The  confe 
quence  was,  that  in  lefs  than  three  years,  France,  from  being  m 
the  moft  miferable  fituation  for  want  of  money,  credit,  confump- 
tion,  and  induftry,  was  raifed,  as  by  magic,  to  the  greateft  afflu- 
ence. The  reafon  was  plain  : there  wanted  nothing  but  an  inftru- 
ment  to  fet  all  the  inhabitants  to  work.  This  Law  gave  them  in  a 


Chap.  XIII.  O.F  POLITICAL  CECONOMY.  615 

moment ; and  their  own  work  was  the  caufe  of  the  affmence  which 
aftoniflied  them. 

This  effecT  was  produced  by  an  inconfiderable  fum  of  notes : 
they  did  not  exceed  three  millions  fterling  when  Law”  gave  up  nis 
bank.  But  credit  and  confidence  were  eftabliflied  by  that  fmall 
fum ; and  the  notes  brought  out  all  the  coin  which  had  been  for- 
merly locked  up.  It  is  not  a great  quantity  of  money,  but  an 
exaa  proportion  of  it,  according  to  demand,  which  fupports  trade 
and  induftry.  That  proportion  may  be  fuftained  by  the  m^eaiis 
of  banks,  but  by  no  other  expedient  whatever. 

Chap.  XXVI.  Lawn’s  bank  w”as  no  fooner  eftablifhed,  than  he 
fought  to  enlarge  his  bottom.  He  found  a trading  company  ruined 
in  their  affairs,  though  intitled  to  great  privileges.  He  found  alfo 
large  fums  of  public  ftate  billets  circulating  at  great  difcredit,  from 
an  ill  paid  intereft.-  He  got  a grant  of  the  company  to  himfelf 
and  alTociates.  He  opened  a fubfcription  for  200,000  Ihares,  of 
500  livres  each.  He  took  payment  in  thofe  diicredited  obligations  ^ 
and  when  he  had  got  the  ftate  billets,  (given  in  at  fubfcribing)  he 
engaged  the  Regent  to  promife  pundual  payment  of  the  mtereft. 
This  was  no  fooner  done,  than  the  difcredited  paper,  which  w”a& 
become  an  acTion,  or  a ftiare,  as  we  have  called  it,  only  by  being 
fubfcribed  for  to  Mr.  Law,  rofe  above  par.  The  nation  cried  out, 
a Miracle  ! Law  w”as  a faviour,  in  the  eyes  of  fome,  a conjuror  in 

the  opinion  of  others.  ^ A 

His  credit  and  his  capacity  for  conducTing  the  greateft  under- 
taking within  the  powder  of  numbers  and  computation,  being 
eftabliflied,  infpired  the  Duke  of  Orleans  with  a fcheme  of  un- 
bounded ambirion,  which,  in  favour  of  many  who  have  never 
rightly  comprehended  the  nature  of  it,  I have  been  at  very  great 
pains  to  trace,  in  the  eight  following  chapters.  And  as  a fecapitu- 
lation  is  ufeful  to  affemble  ideas  within  a fmall  compafs;  which 
have  been  difperfed  through  many  combinations  m 
itfelf,  I Ciall  here,  in  a few  lines,  give  a general  idea  of  the  whole 

The 
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Tre  Re-ent  perceiving  the  ufe  of  paper  money,  well  fecured  on 
Mid*  rrooertv,  refolved  to  take  the  bank  into  his  own  hands,  m 
order  to  iffue' paper  fufficientto  payoff  the  wh.ole  debt  of  France. 
Now  paper  iffued  for  paying  debts  is  fecnred  upon  no  fund  at  a 1. 

It  is  the  fame  as  if  it  were  iffued  for  payment  of  meat  and  drink. 

The  whole  fecurity  therefore  was  his  own  word.  ^ 

But  the  difficulty  was  to  prevent  this  paper  .rom  inftant.7  letuin- 
ine  upon  the  bank;  becaufe  it  far  exceeded  all  tne  ufes  or  circula- 
tion and,  confequently,  could  not  be  fufpended  in  it. 

The  expedient  fallen  upon  was  to  raife  the  value  ^ of  the 
adJons  of  Law’s  company,  (which  by  the  fubiequent  incorpo- 
r-t'on  of  new  privileges  were  multiplied  beyona  doa  000)  to  a 
J'r-at  height,  by  promifmg  great  dividends  upon  them.  1 ne  com- 
according^  promifed  a dividend  of  aoo  hvres  a year,  upon  a 
^ ' 1 -Bich  was  originally  worth  no  more  than  yoo  uvre». 

“The  m-eat‘quantity  of  paper  money  difperfed  had  funk  the  rate 
of  intereft  to  a fer  cent.  The  dividend,  therefore,  combined  with 
1 rate  of  intereft,  carried  the  market  prhe  of  the  acTion  to 
_o  livres  Here  was  a new  fund  provided  as  an  outlet  for  ad 
Ae  ba^kno'tes  paid  to  the  creditors,-  and  in  proportion  as  they 
bought  the  actions  from  the  Regent,  or  the  company , w nom 
rA  nci  ^ame  the  notes  were  to  be  cancelled. 

“5  this  op^ation’all  the  debts  of  France  were  to  be  converted 
■ ^ n-  ,,  of  the  companv  of  the  Indies,  and  were  to  fliare  its 

fotr^But  then  it  muft  be  remembrccl,  that  *is  company  had  m 

a marner  the  whole  revenue  of  France  in  farm  i an  } a 
X;n  of  the  different  branches  of  their  profit,  their  incom 
amounted  to  eighty  millions  of  livres  a y.ar.  So  that  f ma 
Ind  been  well  managed,  had  credit  been  fupported  by  fair  ^ g. 

hulnLrbitrary  aasof  power,  in  tampering  with  denomination 

of  coin  and  money,  taken  place,  and  had  the 

and  encouraged  the  company  -,  they  in  fad  might  have  . 

,0  pay  more  than  all  that  was  required  of  them  1 and  he  very  di 
minution  of  the  intereft  of  the  public  debts,  by  tac  la  o man 
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to  2 per  cent,  was,  in  efFedt,  cutting  off  one  half  of  the  capital.  So 
that  if  we  fuppofe  the  total  value  of  the  2000  millions  of  debt  equal 
to  100  millions  fterling,  the  debts  of  France,  by  thisfcheme,  would 
have  been  reduced  to  an  annuity  of  2 per  cent,  on  a 100  millions,  or 
two  millions  fterling  a year  paid  to  the  company,  who  then  repre- 
fented  the  creditors  of  the  nation. 

But  the  projedt  was  too  great ; the  capacity  of  thofe  who  were  in 
the  management  was  too  fmall,  and  the  time  was  too  fhort  for 
bringing  about  fo  great  a revolution : thus  it  failed  ; but  in  a way 
which  fuggefts  no  reafon  to  believe  that  it  might  not  have  been 
fupported. 

Chap.  XXXIV.  The  denomination  of  the  paper  was  reduced  to 
one  half  by  an  adl  of  power:  a man  who,  for  example,  had  a bank 
note  for  100/.  had  it  reduced  to  50/.  This  at  once  deftroyed  the 
whole  credit  of  France.  But  it  would  have  ftood  its  ground,  with- 
out doubt,  had  the  Regent  called  the  fifty  pounds  with  which  he 
paid  fuch  a note,  one  hundred  pounds  although,  if  you  abftradc 
from  the  interefts  of  debtors  and  creditors,  which  never  were 
attended  to,  it  was  abfolutely  the  fame  thing.  The  altering  the 
denomination  of  paper  implies,  however,  this  additional  injuftice 
above  that  of  altering  the  denomination  of  coin,  that  it  changes 
the  value  of  the  paper  in  all  cafes  5 becaufe  it  contains  no  other 
value  than  the  denomination : whereas  com  has  a value  indepen- 
dent of  that,  which  no  law  can  alter. 

Chap.  XXXV.  The  form  of  a bank  propofed  for  France,  in  this 
chapter,  is  pretty  much  the  fame  with  that  mentioned  in  chap.  16; 
only  here  I have  not  even  admitted  the  payment  of  the  intereft  in 
coin,  for  fear  that  an  ad  of  power,  by  carrying  off  a few  thoufand 
louis  d’ors  on  a prefent  exigency,  might  totally  rum  the  credit  of 
fuch  a bank,  and  confequently  draw  ruin  on  the  whole  nation. 

This  bank  is  intended  merely  as  an  office  for  keeping  accounts 
between  people  of  property,  and  thereby  of  greatly  increafmg  and 

fupporting  circulation. 

YOL.  II. 
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Having  difimlTed  the  fubjed  of  banks  of  circu-^ 

, , “t  come  next  to  thofe  of  depofit.  Here  I deduce  the  principles. 

'\vh=ch  the  bank  of  Amfterdam  is  eftabhflied. 

“ This  bant  iffues  no  paper,  and  grants  credit  upon  no  lecuritir 
^ ■ locked  uo  in  their  vaults.  Confequently,  the  ground  of 

bat  c,.in  - ^ faithful  prefervation  of  this  coin.  ^Vere  it  at  any 

"""  rt  d-m^efbelow  the  valde  of  the  credits  written  in  their. 
Ti  ° ^h/ratmu  of  the  bank  would  be  changed.  Were  the  com. 

booKS,  thenac  •„  mch  a bank  would  then  immediately 

to  be  lent  on  good  fecur  ty,  ^ it  be- 

become  a bank  of  granted  upon  that  fecu- 

.1.  » it  .ta  c. -.0.1  „,d  b, 

f „ IT— b b.  aa,  «■>  ■>“  “ 

Ssr 'ivb  “ 

“ Tb"  blla  » .bb  b.»r  a cib, 

ordacmg  a j of  the  bills  only  a credit  m bank  for  the 

the  S’-vt“g  ^ of  obliging  the  proprietors  of  that 

" dit  to  c r V L their  trade  in  the  place  where  their  funds  were 

'?b  iLd  hevond  a poffibility  of  removing  them,  except  by  tranf- 
eftabhflied  K)  P ^ accepting  of  the  transfer,  came 

fernng  th^m  t ^ become  incompa- 

under  the  fame  neceffi  y.  _ if  an  earthquake  fnould  fill 

the  credit  writ  m then  hook  n-evented  the  cir- 

gold  in  an  inacceffible  mine.  This  regulation  alfo  p even  ^ 

culation  of  bad  coin  i becaufe  when  payment  of 

Ae  bank,  they  took  care  that  nothing  but  good  com  fliould 

Prom  thefe  regulations  it  appears  that  money  cannot 
plied  by  banks  of  depofit;  but  on  the  odieiyan  , 
diminifixcd  by  exportation,  \Yithout  the  a oi  t le.  . 
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transfer  of  credit  anfwers  every  ufe  of  coin  in  trade,  and  prevents 
alfo  its  wafte  in  circulation. 

Chap.  XXXVIIL  Coin  is  liable  to  conftant  viciilitudes.  Its  deno- 
mination may  be  changed  by  an  acT  of  povi^er,  and  its  real  weight 
may  be  diminifhed  in  circulation.  But  when  it  is  locked  up,  all 
thefe  inconveniences  are  prevented.  Bank  money,  therefore,  being 
the  value  of  the  coin  locked  up,  is  conftantly  the  fame ; whereas 
all  coin  which  circulates  is  liable  to  variations  ; confeqiiently,  thefe 
variations  are  relative  to  the  coin  which  circulates,  an.l  not  to  the 
bank-money.  The  difference  between  the  one  and  the  other  is 
called  agio. 

Chap.  XXXIX.  Many  have  imagined  the  treafure  of  the  bank 
of  Amfterdam  to  be  immenfe ; becaufe  no  body  can  ever  take  any 
thing  from  it,  and  that  it  is  conftantly  receiving  new  augmenta- 
tions: but  the  policy  of,  the  bank  itfelf  deftroys  this  fappofition, 
and  fhews  plainly,  that  the  fum  locked  up  never  can  exceed  what 
is  abfolutely  neceffary  for  circulating  the  trade  of  the  city. 

It  is  true,  no  perfon  can  go  to  the  banjc  and  deniciiid  to  have  the 
amount  of  his  written  credit  paid  him  in  coin.  But  were  the  vrritten 
credits  to  exceed  the  ufes  found  for  them,  the  value  ot  fuch  bank- 
money  would  diminifti ; confequently,  the  value  of  the  circulating 
coin  AYOuld  increafe,  which  is  the  fame  thing.  Now  as  this  would 
prove  a great  difcredit  to  the  bank,  they  employ  a fet  oi  camieis  or 
brokers  to  keep  the  balance  even.  Their  bufinefs  is  to  ouy  ana  fed 
bank  credit  with  current  coin,  and  to  thefe  the  bank  gives  credit. 
When  there  is  a demand  for  bank  credit,  the  cafliiers  leil  it  ror 
coin,  and  both  parties  going  to  the  bank,  a new  credit  is  written, 
or  the  cafliier’s  credit  is  transferred  to  the  buyer.  When,  on  tne  other 
hand,  coin  is  demanded  for  bank  credit,  the  caftiiers  pay  tor  it 
with  coin  which  the  bank  lends  them  ; and  for  their  repayment, 
they  transfer  to  the  bank  the  credit  they  have  bougnt  witn  it.  This 
needs  a !itt!e  explanation.  Suppofe  one  to  have  credit  m bank  for 
a thoufand  gilders,  which  he  wants  to  fend  away  m com  H 
goes  to  the  caihier  and  fells  his  thoufand  gildeis  o au  , cie  i , 
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bank  lends  this  thoufand  gilders  to  the  cafliier,  and  the  man  who 
fells  the  credit  gets  the  coin,  and  makes  a transfer  of  the  credit  in 
favour  of  the  cafliier.  But  as  he  owes  this  fum  to  the  bank,  he 
transfers  this  credit  to  the  bank  itfelf,  in  payment  of  the  thoufand 
gilders  borrowed  ; and  then  the  bank  may  expunge  it,  if  they  pleafe, 
from  their  books  becaufe  it  is  due  to  themfelves.  Thus  although 
no  money  can  be  demanded  of  the  bank  by  one  who  has  credit, 
they  can  give  the  money  to  a third  party  who  does  it  for  them. 


Part  III.  0/  Exchai'igei 

Ch^p-I.  yjO reign  circulation  is  carried  on  by  bills  of  ex- 
i change. 

When  reciprocal  debts  are  contraaed  by  different  countries,  the 
creditors  in  both  take  payment  at  home  for  the  bills  they  draw  to 
the  order  of  thofe  who  pay?  and  they  again  indorfe  the  bills  to- 

their  creditors  abroad.  . 

In  this  contrad  four  parties  concur:  the  domeftic  and  foreign 
creditors  ; the  domedic  and  foreign  debtors.  This  operation  can 
extend  no  farther  than  to  the  amount  of  reciprocal  and  equal  debts  ? 
if  there  be  a balance  owing  upon  one  fide,  this  balance  mud  be 
paid  in  value,  either  in  money  or  merchandize.  Now  as  a debt  is 
much  eafier  difcharged  by  compenfation  than  by  payment,  mer- 
chants endeavour  to  profit  of  this  compenfation ; but  as  eveiy  one 
endeavours  alike  when  there  is  a balance  on  one  fide,  it  operates 
upon  the  whole  of  the  exchange,  and  every  one  mud  bear  his  ihare 

of  the  expence  of  paying  it.  ^ 

If  London  flrould  owe  a balance  to  the  world,  after  compenlating 

all  that  the  world  ov/es  to  her,  every  London-debtor  to  the  world  \vi^ 
wifh  to  compenfate  ;■  confequently,  he  will  look  out  for  one  who  is 
creditor  to  the  world : but  this  fearch  betrays  the  fecret,  andffews 
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that  he  is  the  demander  upon  which  the  other  avails  himfelf  of 
his  fituation,  and  refufes  to  compenfate  without  profit.  Hence  the 
fecrecy  faid  to  be  requifite  in  this  branch  of  trade.  It  is  requifite  to 
the  trader  only,  whofe  intereft  is  concerned  ; becaufe  whatever  one 
fet  of  merchants  in  a place  wifh  to  conceal,  another  fet  have  con- 
ftantly  an  intereft  to  divulge.  The  intereft  of  the  ftate  confifts  in 
preferving  an  equality  of  profit  and  lofs  among  them  all ; and  in 
facilitating  to  them  the  paying  and  receiving  the  balances  due  upon 
the  total  of  all  their  tranfaclions.  The  lofs  of  the  nation  is  upon 
the  balance  due  by  the  country  ; the  expence  of  paying  the  balance, 
which  is  the  price  of  exchange,  is  only  a relative  lofs  to  fome  of 
her  fubjeHs,  and  a relative  gain  to  others. 

The  attention,  therefore,  of  a ftatefman  in  what  regards  ex- 
change, is,  imo.  To  takd  care  that  the  true  par  between  the  value 
of  the  national  money  and  the  money  of  other  nations,  fliail  be  as 
much  as  poflible  proportional  to  the  quantity  of  metal  contained 

in  each. 

2do,  To  remove  domeftic  inconveniences  in  paying  with  the  me- 
tals, or  national  coin,  every  unavoidable  balance. 

pio,  To  hinder  the  expence  of  acquitting  a fmall  balance  from 
occafioning  a lofs  on  the  compenfation  of  reciprocal  debts. 

And,  4/a,  When  he  finds  an  inconvenience  in  allowing  the  metals 
or  coin  to  go  out  of  the  country,  he  muft  affift  in  having  the  balance 
paid  in  the  way  of  credit. 

Chap.  1L  The  beft  method  for  determining  exadly  the  true  and 
intrinfic  value  of  the  metals,  coin,  or  money,  in  which  the  balance 
due  to  or  from  a foreign  nation,  is  to  be  paid,  is  to  compare  the 
refpecTive  value  of  fine  bullion  with  the  refpecTive  denominations 
of  the  coin  in  the  two  places  exchanging;  and  to  ftate  the  dif- 
ference only,  as  the  price  paid  for  the  exchange.  To  render  this 
more  pracTicable,  a propofal  for  rendring  all  mint-weights  more 

determmate  is  fet  forth  in  a note.  . . -r  ^ 

Ch.v.  III.  When  upon  the  whole  of  a nation’s  trade  with  the  reft 
Qf  the  world,  a balance  is  due,  it  muft  be  paid,  either  in  intrin  c 
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id 
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lalu.  avhich  totally  difcharges  it,  or  by  gwing  ieciudty  for  it,  ant 

intereft  until  the  charge  can  be  obtained.  V/e  conficler  in 

fhis  chapter  the  methods  of  difcharging  It. 

A fiarefman  is  the  beft  judge  when  nis  people  ought  to  pay  wua 
u m'“  nnd  AYhen  %yith  credit.  If  he  approves  of  their  paying 

..union,  the 

with  try  ,s  poffible.  If  a duty  be  laid  upon 

“'“'T,  I'rf  n’ri  « to  ™y  o„  ,vm  w oI »■». 

coinag  , * ‘ found ; and  when  this  runs  fliort,  n he 

r ‘-"not  Aoofe  that  his  coin  Ihould  go  out,  he  muft  lend  his  ailif- 

T“  “0^“  ore  iay  ot  m the  other,  he  muft  put  a flop  to  the 
^ rtvhi-h  creates  the  balance  1 for  while  fuch  trade  is  peimitied, 
t ti  M it  beyond  his  power  to  prevent  foe  payment  of  that 
he  \-iii  n _ 1 huriful  way  poffible  to  his  country. 

rnffiiffirve,  thai  in  countries  unacquainted  with  trade,  and  in 

" r^wlmre  the  whole  external  commerce  is  earned  on  by  itran- 
otheis  wlm  - ruttin<r  off  fuch  hurtful  branches  ot 

ffi  ^ to  laT  all  foe  reftrainis  poffible  on  the  exportation  of  the 
traffic  IS  to  la)  ^ exportation  of  what  foe  country 

“'Ifferin  re  urn.  b;;  when  trad'e  and  induftry  are  eftabliffied 
L q ons  ecafe  to  be  ufeful  -,  bccaufe  merchants  then  find 

--ftic  produaions,  which  they  never 

can  have  upon  exporting  an  intrmfic  t affie_  according 

^ftatefman,  therefore,  “ cmprofitabi:, 

CO  the  ffiuation  of  h.s  .eftraint  upon  the  ex- 

'T-°nofcoin.'  ff^hbe  profitable,  lay  no  rcllriaions  on  pay- 
poitanon  - ;j,e  whoie.  An  1 

”:^r:n:T-icular  cafe,  you  incline  to  heep  your  com  at  nome, 

mortgage  your  country,  and  pay  with  )om  cmuit. 

" :l-lenyo«  are  obliged  to  check  foreign  tmde,  lay.  bi 
bpi<;ns  on  the  exportation  of  coin,  exchange  is  found  to  y .0 
gte'at  height  againft  you.  yet  will  this  exchange  produce  no  n..  ^ 
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lofs : it  will  be  paid  within  the  country  by  thofe  who  conrame 
foreign  commodities,  to  thofe  who  are  at  the  trouble  and  expence 
of  tranfafting  the  balance. 

Chap.  IV.  Here  1 demoniirate  what  before  I had  in  a manner 
taken  for  granted,  viz.  that  the  price  of  exchange  is  neither  a na- 
tional lofs,  or  a national  gain ; but  whether  it  be  favourable  or  un- 
favourable, it  produces  an  inftability  in  the  .profits  upon  trade,  and 
fhould  therefore  be  kept  at  par  by  all  poilible  methods.  I alfo 
fhew  how  exchange  is  favourable  to  exportation,  when  the  balance 
is  againft  a country,  and  how  the  exchange  is  unfavourable  in  that 
refpecl  in  proportion  as  the,  balance  is  for  that  country : and  as 
whatever  exchange  is  gained  by  exporters  is  loft  by  importers,  and 
■vice  ^erfa,  fome  have  concluded,  that  an  unfavourable  balance  does, 
of  itfelf  deftroy  its  own  pernicious  effects,  and  fets  the  balance  even. 
I endeavour  to  difprove  this  propoiition,  by  fnewing  how  the  im- 
porters are  indemnified,  as  to  their  lofs  by  the  exchange,  from  the 
additional  price  they  get  for  their  foreign  commodities  at  home,  ^ 
whereas  the  exporters  cannot  raife  their  prices  aOiOad ; becaufe 
foreign  competition  will  not  permit  them.  So  that  in  one  cafe  tne 
wrong  balance  hurts  the  rich  confumep  at  home,  who  can  bear  the 
lofs  ; and  in  the  other,  the  rignt  balance  hurts  tiie  pooi  manufac- 
turer, who  cannot.  Hence  I conclude,  that  it  is  greatly  for  the  inte- 
reft  of  a trading  ftate  to  keep  exchange,  at  all  times,  as  neaiiy  at 

par  as  poffible. 

That  this  is  a practicable  fcheme,  I prove  by  a matter  of  fa(5t, 
and  by  an  experiment  made  in  France  by  a late  minifter  ; where,, 
upon  a certain  occafion,  the  exchange  having  rifen  to  a great  height 
againft  France,  he  immediately  brought  it  to  par,  by  ordering  bills, 
upon  Holland  to  be  furniftied  at  that  rate,  to  thofe  who  ftiould  de- 
mand them  ; and  by  taking  upon  himfelf  the  expence  of  fending 
the  money  paid  for  fuch  bills,  to  tne  place  upon  %vniCli  they  w^ie 

drawn. 

I obferve,  however,  that  fuch  operations  can  only  be  recom- 
mended to  ftaiefmen  v/ho  preiide  over  the  inteieua  oi  iiou-imm^ 

traaing 


8 


fo4  an  inquiry  into  the  principles  BookV. 

trading  nations ; becanfe  in  proportion  as  they  are  benefited  by 
fsrilitatine  the  payment  of  the  cafual  balances  due  by  them  from 
time  to  time,  in  fo  far  is  a prodigal  nation  hurt,  by  facilitating  the 
di'ffipation  of  their  property,  and  by  contriving  a ready  method  of 

transferring  it  to  foreigners. 

IP  V.  When  a nation  owes  a balance,  after  all  the  payments 
they  haie  been  able  to  make,  either  in  coin,  bullion,  bills  or  mer- 
chandize it  is  evident,  that  what  remains  can  only  be  fatisfied  by 
Statfng  credit  for  it,  at  the  ezpence  of  mortgaging  the  country 
and  paying  intereft  for  the  remaining  balance.  When  t is,  ow 
ever  happens  to  be  the  cafe,  it  involves  the  nation-debtor  in  a 
multitude  of  ezpenfive  operations  conducTed  by  exchangers,  who 
rnftantly  find  a profit  in  carrying  them  on.  « 

.treat  lofs  to  individuals  within  the  country.  To  prevent  tins 

^ pnience  I propofe,  that  the  ftatefman  fliould  take  upon  him 

;rr.“ ‘4”. 

country  he  governs  ; and  that  the  expence  incurred  by 
ion  ftiould  be  defrayed  by  the  public,  whereby  every  individual 
Thin  the  ftate  will  contribute  his  Ihare  towards  mamtain.ng  an 
uniformity  in  the  profits  upon  trade,  and  fupporting  the  ftabilit)  o 

when  it  happens  accidentally  to  fall  under  the  difcouragement 
an.  tinfavoura.ble  balance. 
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Part  IV.  Of  Public  Credit, 

Chap.  L credit  of  a Hate  refembles,  in  moil;  things,  that 

of  an  individual : they  differ  however  in  this,  that 
when  a private  man  contradls  a debt,  he  himfeif  is  anfwerable  for 
it.  When  a ftate  contradts  a debt,  thofe  who  contract  the  obliga- 
tion in  the  name  of  the  ftate  are  not  refponfible  for  it.  Hence  it 
happens,  that  private  people  are  commonly  more  anxious  about 
paying  their  debts  than  ftatefmen  are  who  adminifter  for  the  pub- 
lic. Another  difference  is,  that  public  debts  do  not  fo  much  affect 
the  profperity  of  a ftate  as  private  debts  do  that  of  the  debtor.  The 
intereft  of  a private  debtor  is  ftmple  and  uncompounded ; that  of  a 
ftate  is  fo  complex,  that  the  debts  they  owe,  nvben  due  to  citizens^  are, 
on  the  whole,  rather  advantageous  than  burdenfome : they  pro- 
duce a new  branch  of  circulation  among  individuals,  but  take 
nothing  from  the  general  patrimony. 

In  deducing  the  principles  of  public  credit,  we  muft  fuppofe  it 
the  eftabliftied  maxim  in  the  ftate  to  adhere  to  the  faith  of  their 
engagements  ; and  that  a permanent  fund  is  appropriated  for  the 
payment  of  the  intereft  of  all  the  money  borrowed : a liberty  muft 
be  fuppofed,  at  the  fame  time,  to  redeem  the  obligation  by  ade- 
quate payment ; and  alfo  an  eafy  transfer  of  the  capital  rrom  ha.nd 
to  hand,  to  indemnify  every  creditor  for  the  lofs  of  his  capital, 
which  is  not  demandable  from  the  ftate,  as  the  cafe  commonxy  is 
in  private  fecurities. 

The  confequence  of  the  Tvvelling  of  public  aebts,  is,  to  occafion 
a proportional  augmentation  of  contrioutions  out  of  pmatt.  p^o^ 
perty.  The  confequence  of  this  again,  is,  to  proaiice  a vibiation  111 
the  balance  of  domeftic  wealth.  This  creates  a monied  intereft, 
which  fwells  in  proportion  as  public  debts  increafe  ; and  ^.ftiicii  may 
fwell  to  fo  great  a height  as  to  transfer  the  income  oi  a who^c 
nation  from  the  nominal  proprietors  to  the  public  creduors. 

VOL.  11.  Till  A ftatei- 
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A Ilatefnian,  therefore,  ought  carefully  to  attend  to  the  fpirit  of 
the  nation  he  governs,  before  he  gives  v/ay  to  a regular  and  fylle= 
niadcal  augmentation  of  ’ public  debts.  In  monarchies,  the  pro- 
prietors of  lands  may  bear  for  a while  the  temporary  diminutions 
©f  their ‘annual  income,  though  they  will  not  eafily  be  made  to 
fubfcribe  to  a plan  which  evidently  tends  ta  deprive  them  of  all 
they  have,  and  to  transfer  their  power  and  property  to  a fet  of  men 
whom  they: have  always  conlidered  as  their  inferiors. 

In  monarchies,  therefore,  a great  increafe  of  public  debts  wiH 
more  probably- bring  on  a national  bankruptcy,  than  in  govern- 
ments which  participate  of  the  republican  form. 

The  confequences,  therefore,  of  the  fwelling  of  public  debts 
maybe,  either,  To  difturb  the  tranquillity  of  the  Rate,  by 
an  attempt  to  transfer  the  property  of  it  from  the  real  pofTeilbrs  to 
a new  created  monied  intereft:  or, 

2^0,  If  a fyfteniatical  plan  of  borrov/ing  upon  folid  fecurity  be 
not  laid  down,  it  may  mechanically  draw  on  a general  bank- 
ruptcy : or, 

If  debts  be  allowed  to  fwell  beyond  due  bounds,  fo  as  to  ? 
hurt  the  intereft  of  the  great  body  of  the  proprietors,  the  Rate  rhay 
be  engaged  to  adopt  the  fatal  expedient  of  a fpunge : or, 

4/0,  If  the  fpirit  of  the  people  prove  compatible  with  the  fyRem  ? 
of  borrowing  and  fiipporting  public  credit  to  the  utmoR  extent, . 
then  the  whole  income  of  the  nation  will  remain  m perpetual  fluc- 
tuation, palling  from  one  fet  of  creditors  to  another,  the  Ratefman 
Rill  retaining  the  adminiRration  of  it  for  their  ufe : or, 

5^5,  If  the.  debts  contracted  become  the  property  of  foreigners, 
thefe  will  either  remove  into  the  country  where  their  funds  are,  or . 
the  income  of  the  whole  will  be  converted  into  a foreign  tribute. 

Chap.  II.  While  public  expence  was  defrayed  from  treafures, 
public  credit  was  a thing  unknown.  While  fupplied  from  rapine 
and  extortion,  it  never  could  exiR.  During  the  fimplicity  of  ancient 
manners,  when  there  was  neither  induRry  or  circulation,  credit 

was 
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was  unneceffary:  the  coin  was  more  than  fufficient  to  ferve  evert 
purpofe  of  alienation. 

‘ When  trade  and  indullry  began  to  make  a progrefs  in  Europe? 
in  the  Hans  towns,  and  in  the  republics  of  Genoa  and  Venice,  the 
confequences  of  their  credit  were  foon  felt  by  Princes,  who  auk- 
wardly  began  to  imitate  their  example  ; firll,  by  borrowing  money 
upon  mortgages  of  their  lands  and  principalities  ; and  afterwards? 

' by  impdiing  taxes  and  felling  them  for  'what  they  could  get  to  a 
moll  rapacious  fet  of  men,  the  tax-gatherers.  This  fpread  oppref- 
fion,  and  this  again  foon  brought  the  Prince  to  poverty. 

' Taxes,  however,  once  eflabliflied  in  this  violent  method,  and 
upon  urgent  occalions,  came,  in  time,  to  be  improved,  and  formed 
a large  fund,  which  now  ferves  as  a folid  bafis  for  public  credit. 

Chap.  III.  While  taxes  were  only  appropriated  for  a time,  for 
the  repayment  of  the  debts  contrafled  by  a date,  the  attention  both 
of  the  flate  and  of  the  lenders  was  totally  fixed  upon  the  difcharge 
of  the  capitals : but  in  proportion  as  money  increafed,  in  confe- 
quence  of  the  whok  fyfiem  of  modern  political  oeconomy,  the 
lenders  formed  to  themfe-lves  a new  point  of  view,  viz.  the  acqui- 
fition  of  a permanent  intereft  arifing  from  a transferable  capital. 

In  order  to  make  his  change  of  policy  from  borrowing  with  an 


intention  to  repay  the  capital,  to  borrowing  with  an  intention  to 
pay  a perpetual  intereft,  tlie  more  fenfible,  I have  tiaced  in  this 
chapter  the  progrefs  of  the  firft,  by  a review  of  the  plan  o±  pLibi^t 
credit  in  England  until  the  end  of  the  laft  century. 

Here  I analize  briefly  the  fentiments  of  Dr.  Davenant,  and  cornpai^ 
them  withthofe  eflabliflied  in  our  days,  when  the  latter  policy  has 
tlken  place  ; and  upon  the  whole  I determine,  that  the  difference 
in  the  fyftem  of  public  credit  then  and  at  prefent,  has  proceeded 
prindnally  from  the  difference  in  the  flate  of  circulation,  ana  from 
the  expedients  now  fallen  upon  for  increaling  txie  qiiai.t.ty  o mo 

ney,  in  proportion  to  the  ufes  found  for  it.  ^ . . k. 

Chap.  IV.  I then  compare  the  flate  of  public  credit  m 

during  the  adminiflradon 
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England  after  the  revolution.  Here  I endeavour  to  point  out  the 
influence  which  the  different  forms  of  government  have  upon  the 
flability  of  public  credit,  both  in  contracting  and  in  paying  off' 
public  debts. 

In  France,  the  power  of  the  Prince  furniflies  many  expedients 
for  paying  off  capitals,  which  had  been  borrowed  at  an  exorbitant 
iiitereft  in  times  of  public  diflrefs. 

In  England,  the  limited  power  of  the  crown,  and  the  refponfi- 
bility  of  miniflers  for  their  exercife  of  it,  is  a great  fecurity  to  thofe 
who  lend  money  to  the  Rate  ; and  confequently,  proves  a very 
great  advantage  in  contrafoing  debts  upon  reafonable  terms. 

The  longer  the  two  Hates  fubfift,  the  greater  will  the  advantage- 
be  found  in  favour  of  that  which  adheres  the  moft  llriftly  to  the 
faith  of  its  public  engagements. 

When  the  credit  of  France  and  England  are  compared  together, 
the  difference  between  them  is  moft  remarkable.  The  ftrifo  ad- 
herence to  the  faith  of  public  engagements  has  eftabliihed,  in 
Enp-land,  fo  nice  and  fcrupulous  a credit,  that  the  fmalleft;  devia- 
tion from  its  principles  may  prove  fatal  to  the  whole  fyftem.  The 
credit  of  France,  on  the  Other  hand,  has  been  accuftonied  to  a 


rougher  ufage  ; and  the  frequent  afos  of  power,  to  the  prejudice 
of  creditors,  rather  occafion  a temporal y uamp  than  a total  de- 
ftruftion  of  their  credit  for  the  future.  Such  acts  of  power,  how- 
ever. in  critical  circumftances,  prove  extremely  hurtful  j and  die 
advantage  of  a well  eftabliflied  credit  will,  in  all  probability,  either 
open  the  eyes  of  that  nation  to  their  own  mtereft,  or  bring  cala- 
mities upon  them,  which  now  appea^r  litde  to  be  feared,  in  their 
prefent  fituation. 

Chap.  V.  This  chapter  contains  a fliort  fketch  of  the  plan  of 
public  credit,  as  carried  on  in  Great  Britain,  from  the  end  of  the 
iaft  century,  to  the  conclunon  of  the  peace  in  1763.  I here  enu- 
merate the  principal  operations,  calculated  for  enlarging  the  fund 
of  Britilli  circulation,  by  engaging  the  bank  of  England  to  turn 

into  money  the  difcredited  bills  and  tallies  of  the  exchequer.  I 

liave 
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have  pointed  out  the  principle  which  circumfcribes  this  power  in 
the  bank  within  certain  limits.  I have  traced  the  progrefs  and 
fluctuations  of  the  interefl  of  money  y which  have  conftantly  been 
in  proportion  to  the  demand  for  borrowing  or  lending  in  the  mar- 
ket at  the  time.  I have  mentioned  the  rife  of  the  finking  fund, 
and  the  ufe  which  has  been  made  of  it.  I have  endeavoured  to 


explain  the  methods  of  borrowing  by  premium,  and  have  pointed 
out  the  inconvenience  attending  that  plan,  as  long  as  the  principal 
view  of  diminifhing  a nation’s  debt  is  confined  to  expedients  for 


lowering  the  interefl;  of  the  capital.  I have  given  a progreffive 
flate  of  the  augmentation  of  the  debts  of  Great  Britain  at  the  end^ 
of  every  war;  to  which  I have  fubjoined  a fhort  flate  of  the  na- 
tion at  the  laft  peace. 

I conclude  my  chapter,  by  afligning  reafons  for  the  prefen t low 
flate  of  public  credit  in  Great  Britain  ; which  has  been  principally 
owing  to  the  large- fums  of  borrowed  money  invefted  in  the  funds 
before  the  peace,  upon  the  profpecf  of  a hidden  rife  in  their  price, 
on  the  return  of  public  tranquillity.  This  rife  would,  undoubtedly, 
have  happened,  had  it  not  been  obfirud^ed  by  the  neceflity  wdiicli 
the  nominal  ftockholders  were  put  to,  of  bringing,  their  funds  to 
market,  in  order  to  anfwer  the  demands  of  thofe  from  whom  they 


had  borrowed  what  they  had  invefled  in  flock : and  until  this  opera- 
tion be  compleated,  that  is,  until  the:  funds  of  Great  Britam^be- 
Gome  vefted  in  the  r-eal  proprietors  of  them,  the  fta,te  of  puouc 


;ate  of 


credit  will  conflantly  be  undetermined. 

Chap.  VI.  Having  given  a fhort  fketch  of  the  prefent  ft 
public  credit  in  England,  I endeavour,  in  this  chapter,  to  extrad, 
from  the  belt  private  authorities  to  which  I could  have  accefs,  a. 
parallel  view  of  the  affairs  of  France,  fo  far  as  relates  to  its  reve- 
nues, taxes,  and  debts,  at  the  peace  17^3.  ^ 

By  the  revenue  of  Erance.  I here  underftand,  not  only  wnat 
eomes  clear  and  nett  into  the  King’s  coffers,  but  alfo  evnat  is  rar- 

ther  levied  upon  his  people.  The  parallel  therefore  wni  not  hoid 
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between  the  revenue  of  France  and  that  of  England,  as  reprefented 
iii  the  preceeding  chapter,  without  attending  to  this  difference. 

The  nett  revenue  of  England  charged  with  all  its  debts  and  ex- 
pence of  government,  we  have  faid  to  amount  to  lo  2 r 3 coo  /.  The 
grofs  revenue  of  France,  on  the  other  hand,  -appears  to  amount  to 
24  740  834  /.  fterling. 

' But  if  from  this  be  deduced  that  part  which  never  enters  the 
royal  treafure,  and  which  is  expended  in  levying  the  revenue,  and 
in  appropriations  for  particular  perpetual  expences,  to  the  amount 
of  dSiy  nil.  fterling,  there  will  remain  of  net  income,  paid  into 
the  King’s  coffers,  and  charged  with  all  the  debts  and  expence  of 
government,  only  17  923723  /.  fterling. 

If  from  this  fum  we  deduct  the  total  amount  of  the  net  revenue 
of  Great  Britain,  (10  213  000/.  fterling)  the  remaining  fum  of 
7 712  723 /.  fterling,  will  fhew  the  excefs  of  the  French  revenue 
above  that  of  England. 

The  foregoing  fum  of  17  923  723  7.  fterling,  arifes  from  the  fol- 
lowing branches  : 

imo,  Thofe  which  compofe  the’King’s  ordinary  revenue  ; which, 
at  the  peace  1763,  amounted  to  12  346666  1.  fterling,  burdened 
with  the  payment  of  2 022  222  L fterling  of  intereft  of  the  debts 
charged  upon  it. 

^do,  The  extraordinary  taxes  eftabhfhed  for  a limited  time,  after 
fhe  peace  of  Aix-la-Chapelle.  Thefe  amount  to  2 326  133  /.  and  are 
totally  appropriated  for'  the  payment  of  capitals,  and  intereft  upon 
them,  incurred  during  the  late  wars,  according  to  the  principles 
of  public  credit  in  practice  in  England,  during  the  reign  of 
K.  William  and  Anne : and  fo  foon  as  this  fund  has  cleared 
the  charges  upon  it,  it  is  to  ceafe,  being  no  permanent  branch  of 
revenue. 

The  extraordinary  revenue  raifed  on  account  of  the  laft  w^ar. 
This  amounts  to  3 032  923  /.  fterling,  and  confifts  of  the  fecond  and 
third  twentieth  penny,  granted  for  a very  limited  time,  and  appro- 
priated, as  the  former  branch,  for  difcharging  the  debts  lately  con- 
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traaed..  The  fum  of  thefe  three  branches  made  the  total  of  the 
17  925  723  I-  paitl  in  to  the  King’s  treafury,  and  burdened  with  all 

the  public  debts. 

If  we  therefore  fuppofe  the  two  laH  branches  of  French  revenue 
to  be  continued  until  all  the  debts  charged  upon  them  are  paid^ 
then  we  fball  find  the  Hate  of  that  kingdom  reduced  to  the  King’s- 
ordinary  revenue  of  12  ^46666  /.;  from  which  however  mull  be 
deduded  at  leaft  one  half  of  the  capita tiom.  This  half  amounts 
to  I 182  222  /.  fterling,  and  is  fo  burdenfome,  that  its  continuance 
will  be  impoffible.  The  revenue  therefore  will  be  reduced  to 
11364444/.  fierling,  charged  with  2 022  454 /.  fterlmg,  interefl  of 
debts  ; of  which  indeed  7 1 1- 1 1 1 L are  annuities  upon  lives,  and 
muft  therefore  be  extinguifhed  in  tini6i 

According  to  this  view,  the  revenue  of  France  wall’  be  1 1 3^4444 
fierling,  charged  with  the  annual  payment  of  2022  222  /.  inteieft 
of  debts  : and  the  revenue  of  Great  Britain  is  10  213  ooo/.  charged 
with  the  annual  fum  of  4 860  000  L intereft  of  debts.  ^ 

What  remains  free  for  France  is  9 342  222  L fierling ; and  for 

England,  5 353  ocob  ' n , . . - ^ t. 

But  out  of  this  free  revenue  of  France  muft  oe  deducted  the  per- 

Tuanent  articles  of  expence  charged  upon  the  ordinary  revenue, 


including  the  civil  lill,  which  is 
400  000  It-  to  the  free  balance,  ano 


ce  Ihould  not  exceed  3 600  000  I or  4 400  000  /. 
nearly  ■ the  prefent  eftimate,  we  may  then  add 
{late  it  at  550  000  1.  iu  round  numbeis. 
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From  all  which  we  may  conclude,  that,  abdracRing  from  extra- 
ordinary fupplies  for  extraordinary  exigencies,  the  revenue  of  both 
nations  is  pretty  nearly  in  proportion  to  their  current  expence ; and, 
therefore,  their  refpeclive  powers,  when  engaged  in  war,  will  be 
in  proportion  to  their  credit  at  the  time. 

Chap.  VII.  In  comparing  the  credit  of  the  two  nations,  two 
things  enter  into  confideration.  -Firft,  the  confidence  of  the  w'-orld, 
in  the  folidity.of  their  refpedtive  public  faith.  This  I take  to  be 
totally  in  favour  of  the  Britilli  nation.  The  fecond  is,  the  folidity 
and  extent  of  the  funds,  which  are  to  be  provided  in  fecurity  of 
the  fums  to  be  borrowed  upon  future  emergencies.  Thefe  re- 
fources,  in  France,  we  have  feen  to  confill  in  their  dixiemeS,  ving- 
tiemes,  double  capitation,  and  extraordinary  impofitions  upon  the 
clergy,  and  other  bodies  politic ; taxes  fo  burdenfome  in  their  na- 
ture, and  fo  contrary  to  the  Ipirit  of  the  French  nation,  that  it  is 
hardly  poffible  the}"  ever  can  be  made  fo  permanent  as  to  anfwer 
any  other  purpofe  than  a fliort  temporary  appropriation. 

The  true  refoiirces  of  France  are  confined  to  thofe  taxes  upon 
Gonmmption  above  enumerated,  which  do  not  enter  into  the  ordi- 
nary revenue,  and  which  are  now  impofed  and  appropriated  only 
for  a time.  ¥/hen  rhefe  taxes  become  free,  they  m.ay  no  doubt  be 
mndered  perpetual,  and  appropriated  for  a future  fund  of  credit. 

Oil  the  fide  of  Great  Britain,  the  cafe  is  different.  The  greatefl 
part  of  her  revenue  is  already  perpetual ; and  the  only  two 
branches  of  annual  grants,  the  land-tax  and  malt-duty,  are  not  fo 
exceilively  burdenfome,  nor  fo  repugnant  to  the  genius  of  the 
people,  as  to  render  the  raifing  of  them  at  all  precarious.  And 
were  this  nation  once  to  adopt  the  fyfiem  of  raifing  money,  in 
time  of  peace,  fufiicient  to  defray  the  charges  of  government,  the 
finking  fund  would  prove  a refource  for  the  future,  far  above  any 


thing  that  France  can  boaft  of. 

Chap.  VlII.  Having  by  this  fliort  fketcli  of  the  Hate  of  credit  in 
Great  Britain  and  France,  prepared  a fort  of  canvafs  for  our  far- 
ther reafoning,  I proceed  to  apply  principles  to  fome  combinations, 

which 
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which  might  be  formed  concerning  the  confequences  of  an  over- 
lire  tched  credit. 

In  proportion  as  credit  is  ufed  for  borrowing  money  to  be  fent 
abroad,  either  a fupply  of  currency  mult  be  provided  for  filling  up 
the  void,  or  alienation,  trade,  induftry,  &c.  mufl  fiiffer  a checK. 

And  even  if  money  fhould  be  borrowed  to  be  fpent  at  home,  an 
additional  quantity  of  it  mufi;  be  added  to  circulation ; becaiife  this 

new  expence  of  the  Hate  will  require  it. 

Every  fund  of  property  may  be  converted  into  money,  with  tne 
affiftance  of  credit,  providing  the  ftatefman  lends  his  hand  to  the 
operation : and  the  fundamental  principle  for  fupporting  credit  of 
all  kinds,  is,  to  provide  every  one  with  money  who  has  property 

to  pledge  for  it. 

When  money  is  borrowed  by  a Hate,  to  be  fpent  abroad,  the  loam 
mull  either  be  made  in  coin,  or  in  paper.  If  in  the  firft,  it  is  ex- 
ported ; becaufe  coin  is  the  money  of  the  world : if  in  paper,  it 
muft  either  be  converted  into  coin,  and  exported,  or  it  mull  be  re- 
mitted by  bills,  drawn  upon  countries,  debtors  to  England,  for  ex- 
ample ; or,  in  the  laft  place,  it  muft  be  paid  in  the  way  of  credit, 
by  conftituting  England  debtor  to  the  Continent  for  it.  When  it  is 
paid  by  bills  drawn  upon  countries,  debtors  to  England,  then  tne 
confequence  of  fuch  a loan  is  to  convert  the  balance  of  trade  into 
a capital  in  the  public  runds. 

In  whatever  way  money  is  borrowed  by  a ftate,  whether  from 
natives,  or  foreigners,  the  confequences  are  the  fame.  The  opera- 
tion of  a favourable  balance  of  trade  wih  tiansier  wnat  is  ov/ing 
to  foreigners  in  favour  of  natives  *,  and  a v/rong  balance  of  tiade 
will  transfer  the  property  of  natives  to  lOieigncxS.  ^ 

If  no  check  be  put  to  the  augmentation  of  public  debts,  if  they 
be  allowed  conftantly  to  accumulate,  and  if  the  fpint  of  a nation 
can  patientlv  fubmit  to  the  natural  confequences  of  fuch  a plan, 
it  muft  end  in  this,  that  all  property,  that  is  income,  will  be  fwal- 
lowed  up  by  taxes;  and  thefe  will  be  trmsferred  to  the  creditors, 
the  ftate  retaining  the  adminiftration  of  tne  revenue. 
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The  Rate,  in  that  cafe^  will  always  conlider  thofe  who  enjoy  the 
national  income  as  the  body  of  proprietors.  This  income  will  con- 
tinue the  fame,  and  the  real  proprietors  will  pay  the  taxes  im- 
pofed  ; which  may  be  mortgaged  again  to  a new  fet  of  men,  who 
will  retain  the  denomination  of  creditors  ; until  by  fwallowingup 
the  former,  tliey  flip  into  their  places,  and  become  the  body  of 
proprietors  in  their  turn,  and  thus  perpetuate  the  circle. 

Chap.  IX.  But  as  a thoufand  accidents  may  put  an  end  to  public 
credit,  before  fuch  intricate  revolutions  can  be  accomplifhed,  the 
confequence  mull  be  a bankruptcy.  This  may  either  happen  by  a 
deliberate  act  of  government,  or  from  the  natural  confequences 
proceeding  from  an  over-ftretched  credit. 

I here  endeavour  to  fhew,  that  it  is  impoflible  to  form  a fuppofition 
of  circumftances,  in  w^hieh  a deliberate  aft  of  bankruptcy  can  be 
a prudent  meafure.  The  only  end  that  could  be  propofed  to  be 
attained  thereby,  would  be,  to  relieve  thofe  who  are  opprefled  by 
taxes.  But  a fudden  abolition  of  taxes  would  have  the  effeft  of 
ruining  the  landed  intereft,  as  well  as  all  the  manufafturing  claf- 
fes.  Sudden  revolutions  are  conftandy  pernicious  *,  and  no  revolu- 
tion can  be  fo  fudden  as  that  of  a bankruptcy.  If  fuch  a revolu- 
tion fiiould  happen,  from  circumftances  which  can  neither  be 
forefeen  or  prevented,  the  heft  expedient  v/ould  ftiil  be,  to  adhere, 
as  much  as  poflible,  to  the  faith  of  public  engagements  ; becaufe 
no  expedient  would  be  fo  produftive  of  good  confequences,  in  fuch 
a calamitous  fituation. 

While  the  debts  of  a nation  are  due  to  its  fubjefts,  and  while 
there  remains  any  balance  due  in  favour  of  the  nation,  no  increafe 
of  debts  can  necejfanly  bring  on  a bankruptcy.  It  is  a contradiftion 
to  fuppofe  that  a nation  can  become  bankrupt  to  itfelf.  But  when, 
on  the  general  ftate  of  payments  between  a nation  and  the  world, 
there  is  found  an  annual  balance  due,  which  cannot  be  compen- 
fated  either  in  the  way  of  payment,  or  in  the  way  of  credit,  then 
indeed  a bankruptcy  becomes  unavoidable., 
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From  this  reafoning  we  may  conclude,  that  the  method  of  de- 
termining the  exad:  extent  of  public  credit,  is  to  keep  a watchful  eye 
upon  the  increafe  of  debts  due  to  foreigners,  and  to  compare  thefe 
with  the  favourable  balance  upon  the  trade  of  the  nation.  When 
thofe  debts  and  this  balance  begin  to  draw  near  to  an  equality , if 
part  of  the  capital  of  the  public  debts  be  not  immediately  paid  oIF, 
by  an  augmentation  upon  public  contributions,  the  infallible  con- 

fequence  will  be  a ftate-bankruptcy. 

Chap.  X.  Tlie  firft  requifite  for  contracting  public  debts,  is  to 

eftablilh  a fund  for  fulfilling  public  engagements.  This  procures 
the  confidence  of  the  lender.  The  next  is,  to  eftablifii  an  ejten- 
Eve  plan  of  credit  at  home,  which  may  be  fufiicient  at  all  times 

to  keep  circulation  full. 

When,  from  the  effects  of  borrowing,  too  great  fiims  are,  from 
time  to  time,  drawn  out  of  circulation,  the  void  muft  fpeedily  be 
filled  up.  If  this  be  neglected,  taxes  will  not  oe  paid,  as  has  been 
often  obfer\^ed : befides,  if  money  be  allowed  to  become  too  fcarce, 
in  proportion  to  the  demand  for  it,  intereft  will  rife,  and  borrow- 
ing will  become  proportionally  more  burdenfome  to  the  ftate  in 


general. 

Foreign  expence  frequently  drains  the  fund  of  circulation  at 
home  : hence  a multitude  of  inconveniences  arife.  To  pre- 
vent thefe,  I fuggefi  a new  fcheme  of  borrowing,  by  opening 
fubfcriptions  in  foreign  countries  where  the  intereft  is  annually 
to  be  paid.  This  being  to  be  remitted  by  the  country  borrowing, 
a ftatefman  may,  with  the  greater  eafe,  obviate  the  inconveniences 
which  might  arife  to  circulation  from  fuch  remittances. 

In  this  chapter,  I endeavour  to  prove  by  new  arguments  and 
'illuftrations,  that  national  diftrefs  is  more  owing  to  a fcanty  circu- 
lation, than  to  circumfcribed  property  ; and  a ftatefman  ^ w lo  ne- 
gleds  to  employ  every  method  for  keeping  up  the  circulating  eqm- 
hlent  within  the  ftate  he  governs,  to  the  full  proport.on  of  ah  he 
ufes  found  for  it,  fails  in  the  moft  effential  requtlite  for  promot 
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the  profperity  of  his  people,  and  the  eftablifliment  of  his  own 
credit. 

Having  pointed  out  the  methods  of  contracting  debts,  I proceed 
to  the  method  of  paying  them.  This  may  be  accompliflied  in  fix 
different  ways,  by  the  help  of  a finking  fund  ; which, 

imo^  May  be  applied  annually,  to  the  difcharge  of  certain  capi- 
tals, at  the  option  of  the  ftate.  Or, 

21/5,  According  to  a certain  rule,  to  determine  the  preference. 

3/zb,  By  appropriating  the  fund,  for  the  payment  of  a propor- 
tional part  of  the  whole  outftanding  capital.  Or, 

4/0,  By  reducing  the  intereft  of  the  capitals.  Or, 
y/i?,  By  converting  the  whole  of  the  capitals  into  determinate 
annuities,  proportionate  to  the  extent  of  the  finking  fund.  Or, 

6/0,  By  the  means  of  lotteries,  where  the  Rate  may  gain  what 

gameilers  are  willing  to  lofe. 

I point  out  the  advantages  and  inconveniences  of  every  plan: 
The  firft  five  expedients  are  too  plain  to  require  a recapitulation. 
The  fixth  auLOunts  briefly  to  a fuppofi'tion,  that  the  interefl;  of  the 
public  debts  is  brought,  by  a proper  chain  of  adminiftration,  to  a 
lower  rate  than  in  any  other  part  of  Europe.  In  this  fituation,  accB 
dental  circumftances  will  occafion  (as  at  prefent)  flucTuations  in 
the  price  of  the  flocks.  AVlien  they  fall  below  par,  let  govern^ 
nient  open  fubfcriptions  for  lotteries,  to  be  paid  in  flock  at  the 
market  price.  Subfcriptions  alfo  might  be  opened,  and  the  old 
capitals  might  be  received  at  the  market  price,  and  conftituted 
a-iiew  at  the  current  interefl,  with  a fmail  premium  above  the  rate 
at  the  time.  By  fuch  means,  the  fum  of  the  old  capitals  would  be  re*- 
duced,  and  a fmail  benefit  would  accrue  to  the  iubfcribers.  Then, 
upon  the  rife  of  the  flocks,  the  interefl  on  thefe  fubfcriptions 
might  be  reduced  again  ; from  which  a double  benefit  would  re- 
iult ; the  price  of  flocks  would  be  fupported  on  one  hand,  and  thsj 
capitals  of  the  public  debts  \vouid  be  reduced  on  the  otheiv. 
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Recapitulation  of  the  tifth  Book,. 

Of  "Baxes. 

Introd.  f “YAVIN-G  already  explained  the  efFedl  of  taxes  upon- 
A.  J.  domeftic  circulation  j it  now  remains  to  inveftigate 
the  principles  by  which  they  are  to  be  impofed  on  their  proper 
objedts. 

Chaf.  I.  I divide  taxes  into  proportional,  which  affect  confump- 
tion,  or,  more  properly,  what  may  be  called  expence ; ctimulathe, 
which  affedt  property.;  and  perfonal,  which  confift  in  perfonal  fer- 

vice.  Thefe  I explain  by  giving  examples  of  each. 

Chap.  II.  Proportional  taxes  may  be  fo  impofed  as  to  affedl 
almoft  every  expence  of  living ; and  as  all  expence  fhould  anfe 
from  income,  not  from  flock,  the  firil  principle  of  taxation,  is,  to 
confine  all  impofitions  to  income  only : whatever  affects  a capital  is 
oppreffive  and  unjull.  But  as  in  all  expence  there  is  alienation, 
although  in  all  alienation  expence  is  not  implied,  the  beft  method 
to  avoid  the  miftake  of  taxing  ftock  inflead  of  income,  is,  to  im- 
pofe  the  tax  in  fuch  a manner  as  to  affecff  the  confumers  only  ; in 
which  cafe,  whoever  buys  to  fell  again  will  draw  the  tax  com- 
pletely back.  _ 

Chap.  HI.  In  this  chapter,  I fully  explain  the  operation  of  di aw- 
in'^ back  proportional  taxes. 

When  the’ commodities  charged  with  fuch  taxes  are  either  not- 
confumed  by  purchafers,  or  by  the  induftrious  daffes,  they  are 
conftantly  drawn  back,  except  fo  far  as  the  confompaon  made  by 

the  latter  is  an  article  of  fuperfluity. 

Hence  I conclude,  that  the  price  of  lahn-^- is  raueo  by  pr,.p 
tional  taxes,  in  proportion  to  indullry'  only,  tnougn  trot  ° 
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the  commodity  taxed  be  railed  in  proportion  to  the  tax.  Confequently, 
the  more  taxes  are  found  to  increafe  the  price  of  labour,  the  more 
we  may  conclude  in  favour  of  the  induftry  of  the  manufafluring 
clalTes : and  the  more  they  bring  into  the  exchequer,  the  more  we 
may  conclude  in  favour  of  the  eafe  and  opulence  of  thofe  who  con- 
fume  the  objects  of  fuch  taxes. 

Chap.  IV.  The  proper  object  of  cumulative  taxes,  is  the  large 
pofTeffions  of  the  higher  claiTes  of  a people,  which  can  bear  a dimi- 
nution in  favour  of  the  Rate,  without  danger  of  encroaching  upon 
their  neceflary  or  eafy  mbiiftence.  It  is  not  fo  when  they  are  laid 
upon  the  lower  claRes ; becaufe  thefe  are  either  compofed  of  the 
induftrious,  or  of  beggars.  The  firfl  ihould  be  enabled  to  draw 
back  from  the  rich,  what  they  advance  for  the  public  fervice.  The 
latter  have  nothing  to  give  ; to  tax  them  is  but  adding  to  their  mi- 
fery,  without  relieving  the  wants  of  the  Rate. 

The  great  advantages  of  proportional  taxes  over  the  cumulative, 
may  be  reduced  to  three. 

imo^  The  proportion  between  the  tax  and  the  obje(5l  taxed  is  de_ 
terminate. 

The  proportion  may  be  known  to  every  body. 

The  time  of  paying  the  tax  is  regular  and  gradual ; becaufe 
in  paying  for  the  commodity  you  pay  for  the  tax,  and  your  liberty 
in  buying  fuch  commodities  is  unreflrained ; confequently,  the 
expence  is  fuppofed  to  be  in  proportion  to  what  your  income  can 
afford.  Whereas  in  the  cumulative  taxes,  it  is.,  find,  hardly  poilible 
to  preferve  the  proportion  between  the  tax  and  the  eafe  of  a per- 
fon’s  circumftances.  In  the  fecond  place,  it  is  impoilible  for  the 
Rate  to  afcertain  exaflly  that  proportion.  And  in  the  laR  place,  the 
demand  for  the  tax  is  made  at  a time  when  people  are  often  un- 
prepared. 

Chap,  V,  The  principal  inconveniences  alleged  againR  propor- 
tional taxes,  are,  i.  That  they  raife  prices  : 2.  Difcoiirage  confump- 
tion : and  3.  That  they  are  oppreilive  and  expenRve  in  the  collection. 

Thefe 
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Thefe  inconveniences  are  more  apparent  than  real,  as  will  appear 
from  what  follows. 

imo,  A proportional  tax,  rightly  impofed,  and  properly  levied, 
will  undoubtedly  raife  the  price  of  the  objedls  taxed  5 but  it  will 
only  confequentially  raife  the  price  of  the  labour  of  the  indullrious  ~ 
man  who  pays  it ; becaufe  he  will  draw  it  back  in  proportion  only' 
to  his  diligence  and  frugality. 

The  price  of  labour  is  regulated  by  demand,  and  is  influenced  only 
by  proportional  taxes. 

As  to  difcouraging  confumption,  if  taxes  raife  prices,  this 
circumftance  proves  the  increafe  of  confumption  j becaufe  if  con- 
funiption  were  to  diminilh,  taxes  would  not  be  paid,  and  prices 
would  fall  of  courfe,  even  to  the  detriment  of  the  induftrious. 
Thefe  are  always  the  confequences  of  proportional  taxes,  when 
wrong  impofed. 

As  to  the  expence  and  oppreffion  in  levying  them,  thefe 
inconveniences  are,  in  a great  meafure,  in  proportion  to  the  difpo- 
fition  of  the  people  to  defraud  the  public : for  when  they  are  fairly 
paid,  and  honeftly  collecled,  proportional  taxes  are  little  more  ex- 
penhve,  and  infinitely  lefs  oppreffive  than  any  other..  I conclude 
my  chapter  by  fome  obfervations  drawn  from  the  praffice  of  dif- 
ferent countries,  w-hich  point  out  a method  of  avoiding  both  the 
oppreflion  and  the  expence  of  Levying  proportional  taxes. 

Chap.  VI.  All  taxes  are  paid  out  of  the  circulating  money  of  a 
country  ; confequently,  they  cannot  exceed  a certain  proportion  of 
that  fum.  It  is  not,  therefore,  from  the  value  of  the  property,  or 
the  quantity  of  confumption,  that  any  one  can  form  a guefs  of  the 
probable  amount  of  taxes,  fo  much  as  from  the  eafy  and  expedi- 
tious circulation,  which  facilitates  alienation  and  fale. 

Were  taxes,  indeed,  paid  in  kind,  they  might  bear  a proportion  ta 
fruits  and  labour  ,*  but  then  they  would  diminifii  the  fund  of  fub- 
fiftence : whereas  they  now  draw  a fhare  of  that  quantity  of  money 
wliich  circulates,  tlnough  the  hands  of  every  individunL 
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The  great  difierenee  between  cumulative  and  proportional  taxes, 
conlifts  in  this.  That  in  the  firft,  he  who  pays  them  cannot  draw 
them  back  in  proportion  to  his  induftry  ; in  the  lail,  he  may : but 
fo  far  as  any  one  of  an  induftrious  clafs  proves  idle  or  extravagant, 
every  proportional  tax  will  affetR  his  daily  profits,  as  every  cumu- 
lative tax  will  aftedl  the  income  of  a fund  already  acquired.  This 
deduction  of  principles  is  of  great  ufe  in  impofing  taxes  ; becaufe 
it  points  out  the  method  of  giving  to  many  cumulative  taxes 
ufually  impofed  on  the  lower  clafiTes,.  all  the  advantages  of  thofe  of 
the  proportional  kind. 

Chap.  VII.  Taxes  ought  to  be  impofed  for  the  benefit  of  the 
public,  not  of  private  people : and  while  that  object  is  fulfilled, 
taxes  are  beneficial  in  every  refpect.  When  they  are  properly 
levied,  they  only  abridge  unnecefiary  private  expence : when  they 
are  properly  applied  by  the  ftate,  they  advance  hnprovement  every 
•where  5 and  thofe  who  have  fortunes  already  acquired,  will  be 
brought  to  contribute  to  the  eafe  of  the  lower  dalles. 


Thus  by  the  help  of  cumulative  and  proportional  taxes,  rightly 
imnofed,  and  rightly  expended,  circulation  is  greatly  increafed ; 
induftry  is  advanced;  the  public  good  is  augmented,  not  dimi- 
nillied ; and  the  burden  of  payments  becomes  fo  equally  propor- 
tioned, as  not  to  be  felt  in  any  degree  fufiicient  to  overbalance  the 
advantages  refulting  from  the  general  fyftem. 

Chap.  VlII.  Having  faid  that  cumulative  taxes  affed  the  income 
of  funds  already  acquired,  I obferve,  that  this  income  proceeds 
from  moveable  or  immoveable  property.  The  firft  of  winch  will 


conftantly  avoid  the  grafp  of  every  ftatefman  who  a 


ttempts  to  lay 


a tax  upon  it.  Cumulative  taxes,  therefore,  if 
moft  extent,  may  abforb  the  whole  income  of 


carried  to  their  iit- 
wirnoveable  property  ; 


but  of  that  only. 

Proportional  taxes,  a.gain,  have  been  laid  to  affect  the  fupei  fluity 
of  thofe  who  confume  the  objects  of  them  ; confequently,  it  every 
thing  which  is  confumed  were  firft  to  fuffer  an  alienation  for  mo- 
ney^  a proportional  tax  might  be  impofed  upon  it. 


The 
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The  method,  therefore,  of  carrying  proportional  taxes  to  their 
utmoft  extent,  is,  to  draw  to  market  every  thing  confirmable ; and 
infenlibly  to  raife  the  tax  upon  it,  fo  high  as  to  abforb,  as  much  as 
poffible,  the  whole  fnperfluity  of  the  confumers. 

Taxes  being  carried  to  that  height,  the  flate  will  become  pro- 
prietors of  the  whole  income  of  the  immoveable  funds,  and  the 
induftrious  dalles  alone  w^ill  augment  their  wealth,  in  proportion, 
to  their  frugality. 

From  this  general  principle  it  appears,  that  for  the  eftablifliment 
of  proportional  taxes,  confumption  is  requifite,  together  wkh  alie- 
nation ; confequently,  where  alienation  takes  place  wuthout  con- 
fumption, as  in  the  fale  of  lands,  and  other  immoveable  fubjeds,  a 

proportional  tax  cannot  be,  properly,  impofed.  And  alfo  where  con- 
fumption takes  place  without  alienation,  as  when  the  fiuits  of  the 
earth  are  confumed  by  thofe  who  raife  them,  proportional  taxes 
cannot,  with  any  propriety,  be  levied.  Farther, 

As  taxes  do  not  bear  a proportion  to  effeds,  but  to  circulation,  it 
follows,  that  they  can  only  be  raifed,  properly,  upon  alienation  by 
fale.  Many  examples  however  may  be  found  of  proportional  taxes, 
impofed  in  different  countries,  where  neither  fale  or  even  aliena- 
tion takes  place.  Theie  I obferve  to  be  the  word  kind  of  propor- 
tional taxes,  and  the  mod  oppreffive  to  thofe  who  pay  them. 

From  the  principle  that  taxes  are  in  proportion  to  circulation,  and 
not  in  proportion  to  confumption,  we  difcover  the  reafon  why  of 
old  they  were  fo  difficult  to  be  raifed.  Confumption  then  went  on 
as  now,  in  many  refpeas,  in  proportion  to  the  number  of  inhabi- 
tants ; but  circulation,  that  is,  alienation  by  fale,  bore  no  propor- 

tion  to  it.  ^ t 

The  efiecT;  of  every  increafe  in  circulation  is  to  fweil  tne  amount 

of  taxes;  and  when  they  are  extenfively  impofed  in  a country  or 
indufiiT,  the  whole  currency  is  thereby  made  to  flow  tnrough  tne 
coffiers  of  the  public,  as  the  blood  of  the  human  body  flows  througn 
the  heart,  and  is  by  that  difFufed  through  eveiT  member. 

Chap. 
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Chap.  IX.  I next  examine  the  confequences  of  a total  abolition 
of  taxes,  the  better  to  difcover  the  effects  which  fuch  an  alteration 
would  produce,  nrft,  upon  the  profperity  of  the  whole  community ; 
and  next,  upon  that  of  the  principal  claffes  of  inhabitants,  which 
compofe  it.  Thefe  I reduce  to  tlmee. 

imo^  Thofe  who  adminifier  government,  and  v/ho  are  main- 
tained from  the  amount  of  taxes. 

An  abolition  of  them,  with  refpedt  to  this  numerous  clafs,.  would 
draw  confequences  along  with  it,  directly  deflrucf  ive  to  their  inte- 
reft;  and,  confequently,  prejudicial  to  that  of  all  the  induftrious 

claffes  who  fupply  their  confum^ption. 

-xdo,  With  refpedt  to  the  fecond  clafs,  which  I fuppofe  to  be  com-^ 
pofed  of  the  induftrious  part  of  the  people,  I obferve,  that  am 
abolition  of  taxes  miift  proportionally  imply  a diminution  of  cir- 
culation ; this  would  produce  a proportional  diminution  upon 
alienation  ; confequently,  would  interrupt  the  induftry  of  many, 
and  thereby  throw  them  into  a hurtful  competition  among  them- 
felves  for  fubfiftence.  And  as  it  has  been  proved,  that  the  induftrious 
claffes  pay  no  taxes,  as  matters  ftand,  providing  they  be  diligent 
and  frugal,  they  confequently  wmuld  gain  nothing,  and  muft  lofe 
a great  deal  by  the  abolition  of  them. 

nfio.  In  the  third  clafs  I comprehend  thofe  whom  we  have  hitherto 
confidered  as  the  opulent  and  idle  confumers.  Of  this  category  the 
proprietors  of  land  form  a confiderable  branch.  They,  we  have 
faid,  draw  back  no  part,  either  of  the  cumulative  or  proportional 
taxes,  which  affect  them  ; but  although  they  be  deprived  of  that 
immediate  indemnification,  competent,  to  the  induftrious,  they 
reap,  in  another  wwy,  advantages  which  more  than  compenfate  all 
the  burden  laid  upon  them.  Thefe  proceed  from  the  confequences 
of  that  fpirit  of  induftry  which  is  diffufed  over  the  whole  people; 
in  confeauence  of  which,  their  lands  are  improved,  the  produce  of 
them  is  readily  difpofed  of,  and  what  proves  fuperfluous  for  do- 
meftic  confumption  meets  with  a ready  market  abroad,  and  thereby 
fupports  the  value  of  all  productions  within  the  country. 


It 
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It  may  be  afked,  then,  where  the  burden  of  taxes  falls,  fince 
every  clafs  of  inhabitants  feems  to  gain  fome  advantage  by  them  ? 

I anfwer,  that  they  imply  no  burden  when  rightly  impofed.  The 
augmentation  of  induftry,  in  confcquence  of  the  increafe  of  circu- 
lation, provides  a fund  of  well  employed  time,  which,  converted 
into  money,  is  more  than  fufficient  to  pay  all  the  taxes  not  imme- 
diately  affeding  the  income  of  folk!  property ; and  the  conftant 
improvement  of  this,  in  confequence  of  the  former,  is  more  than 
fufficient  to  indemnify  the  land-proprietors. 

Taxes,  in  this  light,  refemble  the  expence  laid  out  upon  new 
eftabUfliments  for  improvement ; becaufe  in  their  confequences 
they  augment  the  profperity  and  eafe  of  the  whole  pwple,  not  by 
being  levied,  but  by  being  properly  applied,  as  is  farther  explame 

in  the  next  chapter.  . , n 

Chap.  X.  Here  I examine  whether  taxes  be  a fpur  to  mduftry,  as 

TL^doub^'concerning  this  point  has  arifen  from,  what  daily  ex- 
perience has  Ihewn,  that  nations  become  induftrious  in  proper- 
^ fo  the  taxes  they  pay.  It  is  not  very  evident,  that  the  fajment 
Ifa  tax  by  any  perfon  Ihould  enable  him  to  difcharge  it  with  mom 
* . ^ , 7 u Kp  from  the  profit  he  reaps  in  drawing  it  bade 

5mm  otel'vvi*  an  additional  profit  to  himfelf. 

"rcLirchapterwithalhortmp^^^^^^^^ 

ancient  and  mankind  induftrious. 

upon  taxes,  that  laid  upon  land-property 

produces  the  greateft  amount.  *7^^”  the  nature 

of  the  land-tax,,  as  it  is  born  the  impoiition  ougi^t 

To  render  a land-tax  equal  and  revenue 

to  be  preceeded  by  a fair  valuation  of  every 
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intended  to  be  taxed,  and  no  other  income  but  that  proceeding  from 
an  immoveable  fund  of  property,  ought  to  be  afFedted  by  it.  From 
this  I am  led  to  difapprove  of  the  method  of  affeffinent  eftablilhed 
in  England  by  the  land-tax ; and  alfa  of  blending  a tax  upon  folid 
property,  with  an  equal  imposition  upon  perfonal  eftates,.  which  we 
have  fliewn  to  be  of  a nature  incompatible  with  cumulative  taxation. 

The  defedts  of  this  kind  of  imposition  in  France  (where  it  is  called 
the  taille ) are  different.  There  the  rents  of  lands,  which  are  the 
proper  objecl  of  every  land-tax,  are  frequently  withdrawn  from 
under  the  influence  of  it,  in  confequence  of  the  privileges  enjoyed 
by  the  higher  claffes,  v/hich  are  exempted  from  the  taille.  The  con- 
fequence  is,  that  the  French  land-tax  falls  upon  that  part  of  the 
lower  claffes  who  are  employed  in  the  cultivation  of  the. foil.  From 
this  proceeds  a double  inconvenience. 

If  thofe  who  cultivate  are  proprietors,  their  portions  are,  com- 
monly, very  fmall,  and  a land-tax  which  would  be  light  to  a con- 
liderable  proprietor,  is  quite  intolerable  to  thofe  who  draw  little 
more  from  their  portion  than  what  is  neceffary  for  their  own  fubr 
fiflence.  If  thofe  who  cultivate  are  leffees  to  the  more  confiderable 
proprietors,  the  burderr  falls  upon  them  independently  of  the  land- 
rent,  which  ought  naturally  to  bear  iu 

As  a proof  that  this  is  a true  reprefentation  of  the  matter,  I re- 
view the  Marechal  de  Vauban’s  fcheme  for  new  modelling  the 
fyflem  of  French  taxation:  and  from  the  intolerable  oppreflion 
which  would  follow  the  execution  of  it,  we  may  judge  of  the  pre- 
fent  ftate  of  taxes  in  a nation  where  that  fcheme  was  intended  as  a 
confiderable  alleviation  of  their  burden. 

Nothing  but  the  eftablifhment  of  induftry  and  extenfive  credit, 
with  a fubflitution  of  proportional  taxes,  inftead  of  the  many  cumu- 
lative ones,  impofed  on  the  lower  claiTes  in  France,  can  ever  pro- 
duce a facility  in  paying  the  confiderable  impofitions  laid  upon  that 
nation. 

Chap.  XII.  The  mofl  proper  method  of  impofing  a land-tax  is, 
without  doubt,  to  confine  the  impofition  to  tlie  rent  of  lands  only, 

and 
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and  to  lay  it  on  in  proportion  to  them.  But  how  is  it  to  be  expelled 
that  ever  fuch  a plan  can  take  place  in  a nation  where  the  pro- 
prietors of  land  govern  the  Hate  ? In  France,  the  power  of  the  King 
has  never  been  able  to  ellablifh  a tax  upon  the  rent  of  lands,  for 
any  longer  duration  than  that  of  a foreign  war.  In  a neighbouring 
nation,  it  has  now  been  eftablifhed  for  the  greatell  part  of  a cen- 
tury. Were  it  there  to  become  perpetual,  it  might  be  converted 
into  a new  domain,  or  it  might  prove  a fund  for  difcharging,  at 
once,  a very  great  part  of  the  national  debt. 

"When  taxes  are  impofed,  it  is  of  great  confequencc  to  eftablifh 
a right  adminiftration  of  them.  The  ealieft  method  for  a ftate,  is 
to  give  them  in  farm  ; and  this  was  the  general  pradtice  every 
where,  on  the  firft  eftablifliment  of  taxes.  But  here  no  general 
rule  can  be  laid  dowm 

Cumulative  taxes  are  better  adminillred  by  commiilioners,  than 
let  out  in  farm.  The  operation  of  levying  them  is  limple  ; but 
when  they  are  farmed,  the  lower  clafles  of  the  people  are  apt  to 
be  opprefled.  When  farms  are  properly  eftabliflied,  an  open  ma- 
nagement of  them  is  abfolutely  requifite : from  this  new  improve- 
ments naturally  arife,  which  give  to  the  farm  almoft  every  advan- 
tage of  the  management  by  commiffioners.  This  improvement 
is,  to  divide  the  profits  upon  the  farm  between  the  ftate  and  the 
farmers : a plan  put  in  execution  in  France  not  many  years  ago. 

No  queftion  whatever  appears  more  difficult  to  refolve,  than  that 
of  afcertaining  the  fund  out  of  which  taxes  ought  to  be  paid. 
Through  the  whole  courfe  of  this  inquiry,  I have  endeavoured  to 
Ihew,  that  the  real  fund  of  taxes  is  tne  money  ciicuiating  among 
the  inhabitants,  either  in  confequencc  of  fale,  or  of  payments.  In 
order  to  expofe  this  queftion  in  a new  light,  I have  commented 
tipontwo  paffages  of  Davenant,  where  heeftimates  this  fund  from 


the  quantity  of  national  confumption. 

Trom  this  he  is  led  to  compute  the  yearly  taxable  expence  of 
every  man  in  England  at  8/.  fterling;  when  perhaps  the  circula- 
tion of  money  through  the  hands  of  many  may  not  be 
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lings:  whereas,  according  to  my  theory,  it  is  thefe  twenty  fliillings 
only  that  can  be  laid  under  any  taxation  whatever. 

I thought  this  method  of  comparing  the  refult  of  Davenant’s 
reafoning  with  mine,  might  better  ferve  to  fiipport  tine  latter  than 
any  other  I could  contrive. 

The  laft  queftion  propofed  in  this  chapter  is  no  more  than  a hint 
to  Ihew,  that  a proportional  tax,  laid  upon  meat  and  drink,  is  the 
moll  proper  equivalent  for  a land-tax  ; becaufe  thofe  who  purchafe 
their  fublillence  with  money  are,  according  to  the  principles  of  the 
firfl  book,  thofe  who  confume  that  part  of  the  fruits  of  the  earth 
which  is  equivalent  to  the  land  rent.  If  this  be  arbitrarily  laid 
under  an  impolition,  by  a pound  rate,  or  otherwife,  the  proper 
drawback,  if  any  be  allowed,  fhould  be  from  a tax  laid  upon  thofe 
who  confume  that  part  of  the  earth’s  produce  which  belongs  to 
the  landlords. 

I have  now  concluded  this  inquiry,  according  to  the  plan  I at 
firfl;  propofed.  It  is  the  fruit  of  eighteen  years  clofe,  though  agree- 
able application  ; interrupted  only  by  many  intervals  of  bad  health, 
and  many  Rrokes  of  adverfe  fortune. 

It  never  was,  till  lately,  my  intention  to  offer  to  the  public, 
during  my  life,  what  I had  compofed  purely  for  my  own  initruc- 
tion  and  amiifement.  But  upon  comparing  my  fentiments  in  fe- 
veral  points  with  thofe  of  the  generality  of  my  friends,  they  have 
been  found  fo  widely  different,  that  I was  thought  in  duty  bound 
to  my  country,  to  fubmit  them  to  the  criticifm  of  the  public. 

To  this  I have  the  more  willingly  fubmitted,  as  I thereby  fhall 
purfue  my  fird  intention  in  taking  my  pen ; which  was,  to  clear 
up  my  ideas  on  this  fubjefl.  And  fince  I can  now  draw  no  farther 
knowlege  from  my  own  inquiries,  I mufl;  expedl  it  from  the  criti- 
cifms  of  thofe  who  may  think  it  worth  their  while  to  animadvert 
upon  my  notions. 
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A TABLE  OF  COINS, 

Shewing  the  Quantity  of  Fine  Metal  contained  in  them. 

The  number  of  grains  of  fine  metal  in  every  coin  is  fought  for  in  the  regulations  of  the  mint  of  the  country  where  it  is  coined,  and  is  expreffed  in  the  grains 
in  ufe  in  that  mint : from  that  weight  it  is  converted  into  thofe  of  other  countries,  according  to  the  following  proportions : 

3840  Troy-grains,  4676.35  Paris-grains,  5192.8  Holland-aces  or  grains,  and  4649.06  Colonia-grains,  are  fuppofed  to  be  e^ual  weights ; and  the  coins  in 

the  table  are  converted  according  to  thofe  proportions. 


Table  of  Coins,  reduced  to  Grains  of  fine  Metal,  according  to  the  Troy, 
Paris,  Colonia,  and  HoUand-weights. 

1 A Guinea  by  ftatute  - - » ; - 

2 A Crown  by  ftatute  - - . > _ 

2 A Shilling  by  ftatute_  - - 

4 A Silver  Pound  fterling  by  ftatute  loot  . - - 

c A Gold  Pound  fterling  by  ftatute  1728  - • - 

6 A Silver  Pound  fterling  in  currency  =:  ||  lib.  troy 

7 A Silver  Pound  fieri,  at  the  proportion  of  gold  to  lilver  as  i to  14  J 

8 A Gold  Pound  fterling  at  the  fame  proportion  of  1 to  14 1 

9 A Pound  fterling  at  the  mean  proportion  in  gold  and  in  lilver  - 

10  A Shilling  current  r=  of  a pound  troy  - - - 

11  A Guinea  in  filver,  or  21  Ihillings  ftandard  weight 

12  A Guinea  at  the  proportion  of  i to  14 1,  worth  in  filver 
,13  A Pound  troy,  or  12  ounces  Englilh  weight 

■ I A Louis  d’or  ^ 2 2 

2 A Crown  of  fix  livTes  - * “ " 

3 A Crown  of  three  ditto  - • “ “ 

4 A Livre  - - ■ , 

5 A Louis  d’or,  or  24  livres  in  filver  - - ■ 

6 A Marc  of  Paris  weight,  fine  gold  or  filver 

7 A Marc  of  gold  coin  efie£live  weight,  in  fine 

8 A Marc  of  filver  coin  effeftive  weight,  in  fine  2 
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A Carolln  legal  weight 

A Ducat  of  the  Empire  ditto  - ‘ " 

A Florin  of  Convention  . - » 

A Dollar  of  Convention  - ■ * 

A Dollar  of  Exchange,  the  Carolin  r:  9 flot.  42  kreutxers 
A Florin  current  2=  of  ^ Carolin  * ^ 

A Carolin  in  Silver  at  the  proportion  of  i to  14  2 


1 A Dutch  Ducat 

2 A Florin  in  filver 


Gold  Coins. 


Tfoy.  j Paris.  Colonia.  Holland. 


118.651 


113. 


113. 
118.4 
115.769 


5760. 

113.27 


3783.87 

3398.3 


115.45 

52.8 


17.85 

10.54 


51.76 


144.46 


137.61 


137.61 

144.18 

140.98 


7019.2 

137-94 


4608. 

4138-5 


140.6 

64-37 


21.74 

12.84 


63- 


143-65 


136.8 


136.8 

143-34 

140,16 


6973-5 

137.13 


4581.1 

4114.3 


139-78 

64. 


21.615 

12.77 


62.67 


160.45 


152.8 


152.8 

160.11 

156-55 


7789.2 

153-17 


5116.9 

4593-4 


156.12 

71.48 


24-14 

14.26 


70. 


Silver  Coins. 


Troy.  Paris.  Colonia.  Holland. 


429.68 

85-935 

1718.7 

1639.38 

1638.5 
1718.7 

1678.6 
81.961 

1 804.6 
1720.4 


409.94 

204.97 

68.34 

1639.7 

3783-87 

3402-3 


179-73 

269.59 


1674. 


14S. 


523.2 

104.65 

2093. 

1996.4 

*995-3 
2093. 
2044.2 
99-8 
2197.6 
2095.1 


499.22 

249.61 

83-23 

1996.9 

4608. 

4143.4 


218.87 

328.31 


2038.6 


180.3 


520.2 

104. 

2080.8 

1984.7 

1983.7 

2080.8 
2032.2 

99- 

2184.8 

2082.8 


496-3 

248,15 

82,74 


1985 


45 


81.1 


4119.2 


217.6 

326.4 

2026.8 


179.2 


581; 

1 16.2 
2324.1 

2216. 

2215.7 

2324.1 

2269.9 

110.S2 

2440-3 

2326.4 


554-3 

277.1 

92.42 

2217.4 

5116.9  . 

4600.9 


243. 

364-5 


2263. S 


200.21 


1 rblc  table  before  the  Index  in  Vol.  IL 
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N.  B.  For  the  analyfis  of  the  fubjetf,  fee  the  Table  of  Contents  prefixed  to  each  volume. 


A. 


Agriculture,  the  moft  efientiai 

requifite  for  population,  Voi.  I.  p.  21. 
25.  The  extenfion  of,  how  to  be  regulated, 
id.  28.  When  it  may  be  faid  to  be  carried 
to  its  utmoft  extent,  zW.  82.  The  difference 
between,  when  exercifed  as  a trade,  and  vrhen 
as  the  direifi  means  of  fubfiflence,  id.  88.  Re- 
marks on  theftate  of,  in  Spain,  id.  89.  In  Ger- 
many, id.  91.  In  England  and  France,  id. 
102.  In  Scotland,  id.  103.  Whether  the 
efficient  caufe  of  the  multiplication  of  man- 
kind, or  their  multiplication  of  agriculture, 
id.  1 14.  What  fpecies  of,  moft  advanta- 
geous to  modern  fociety,  id.  127.  The  na- 
tural diftribution  of,  id.  139. 

^gio  of  the  hank  of  Amjlerdam,  explained,  II. 


296. 

Aides  in  the  French  taxesy  explained,  II.  502.  n. 

America,  the  alterations  in  the  modes  of  go- 
vernment in  Europe,  occaficned  by  the  dif- 
covery  of,  I.  10.  51. 

Amjierdam,  remarks  relative  to  the  bank  of,  !»• 
c6.  Original  intention  of  the  bank  there, 
id.  'iqi.  Principles  of  circulation  through 
it,  id.  298.  Its  credit  compared  with  the 
bank  of  England,  id.  308.  Dangers  to 
which  it  is  liable,  id.  ib. 

detrimental  to  population,  I.  Ii". 

A7utnahy  their  numbers  in  all  countries  propor- 
tioned to  the  quantity  of  food  produced  for 
them,  1.  18.  'Fhis  propofition  illuftrateo  i.n 

mankind,  id.  19.  113-  ^ 1-  1 j 

Anne,  Queen,  ftate  of  the  revenue  of  England 
at  her  acceffion,  II.  381. 

AntientSy  their  fimplicity  of  manners,  how  com- 
patible with  a great  multiplication,  I.  152. 

A biirory  fomer,  its  infuence  on  tmde,  I.  244. 

Army,  regular,  the  neceffity  of,  in  an  i.ndul- 
trious  ftate,  argued,  I.  i3'^- 

Army,  how  to  raife  a fupply  of  men  for,  with- 
out having  recouife  to  the  hiring  .Dreign 
troops,  1.  450. 


Athenians,  Xenophon’s  plan  for  the  proper  em- 
ployment of,  I.  460. 

Athensy  furprizing  quick  reduction  of  its  wealth, 
1.  438. 

B. 

Balance  between  nations,  the  nature  of,  irf  a 
commercial  view,  explained,  II.  334.  Hints 
for  the  payment  of,  without  the  intervention 
of  coin  or  bullion,  id.  344. 

Balance  of  power,  the  nature  of,  inquired  into, 
I.  448. 

Balance  of  trade,  what,  II.  21.  Refleaions 
relating  to,  I.  416.  Whether  any  judgment 
can  be  formed  concerning  it,  barely  from  the 
quantity  of  fpecie  found  in  a nation,  I.  429. 
Whether  the  ftate  of  fpecie  furnifties  any  rule 
to  judge  of  it,  id.  435.  A wrong  one  raifes 
the  price  of  bullion  to  the  value  of  coin,  II. 
5.  Between  England  and  France,  the  ftate 
of,  howto  be  diicovered,  id,  18.  How'  the 
payment  of  a wrong  one  affecls  circulation,  id. 
169. 

Bank,  whether  landed  men  .might  not  as  vvell 
ifl'ue  their  own  notes  on  their  landed  fecurity, 
as  apply  there,  II.  131. 

Banks,  the  two  general  clalTcs  of,  II.  140.  Of 
circulation,  what,  id,  150.  How  a good 
one  may  be  obliged  to  ftcp  payment,  td,  132. 
On  what  the  folidity  of  it  depends,  ZW..153. 
On  what  kind  of  credit  fuch  banks  ought  to 
iffiie  their  notes,  id.  ib.  How  their  obliga- 
tion to  pay  in  coin  arofe,  and  the  confequen- 
ces  of  that  obligation,  id.  157'  Ho'v  A- 
fefled  by  a wrong  balance  of  trade,  id.  161. 
How  a grand  balance  may  be  paid  by,  with- 
out the°affiftance  of  coin,  id.  162..  Fow 
hurt  by  leaving  the  payment  of  a wrong  ba- 
lance lo  exchangers,  id.  165.  Upon  what 
principles  they  ought  to  borrow  abroad,  and 
oive  credit  at  borne,  id.  178.  Of  Edm- 
burab,  hints  for  the  advantage  of,  id.  187. 
How  they  may  be  enabled  to  difcharge  notes 
on  demand,  id.  200,  213.  Sub.;itv..i, 
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fhcir  competition  with  e^ch  othe 
J^ationa!,  neceffary  regulations  fo^ 
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Ji.  2C£. 
ilia!!  be 


When,  srd  in  what  cafe, 
obliged  to  keep-  open-  book 


, .i.  202. 

propofcd, 
they 
id. 


Whether  it  is  their  intereft  to  grant 


credit  and  cafli  accounts  to  exchangers  and 
ethers,  and  to  -make  a trade  of  fending  the 
coin  Quc  of -the  country,  id.  2!i.  How 
by  the  return  of  a favourable  balance,  the 
debts  of  foreigners  may  be  paid  off,  and  the 
nation  delivered  from  that  burden,  id.  21S. 
Dangerous  to  an  idle  nation,  id.  232.  Of 
the  firft  eftablifhment  of  that  of  Mr.  Law, 
id.  235.  The  Royal  MifEfippi,  id.  243. 

Bank  of  Am/ierdam.,  original  intention  of,  11. 
292.  The  principle  of  its  circulation  of  coLn 
explained,  id.  298. 

Bank  of  England,  the  intereft  of,  examined,  I. 
629.  State  of,  IL  158.  Its  fttuation  in  the 
year  1745,  id.  176.  Its  principal  operations 
traced,  id.  220.  Its  circulation  v.  ith  the  ex- 
chequer explained,  II.  225.  Hints  for  the 
advantage  of,  propofcd,  id.  229.  How  the 
paper  of,  tends  to  fupply  circulation,  id.  233. 
Its  credit  compared  with  that  of  the  bank  of 
Amlterdam,  id.  308. 

Banks  of  depoft  and  transfer,  II.  291. 

Bank  notes,  the  nature  of,  explained,  II.  151. 
Of  the  optional  claufes  contained  in,  id.  195. 

Bankers  and  exchangers,  fubaltern  ones,  the  ule 


of,  IL  154. 

Banking,  that  branch  of  credit  heft  deferving  the 
attention  of  a .ftatefman,  IL  149.  The  na- 
ture of,  in  Scotland,  id.  155. 

Bankruptcies,  national,  how  occafioned,  IL  456. 
The  natural  confequences  of,  traced,  id. 

As  fuppofed  to  take  place  by  a concerted  act 
of  power,  id.  458.  The  fuppofition  of  a 
nation  cecoming  bankrupt  to  Itfeif  inccnfif- 
tent,  id.  462. 

Barter,  the  firft  fpecies  of  trade,  I.  175. 

Beer,  re-marks  on  the  lace  additional  duty  on, 

IL  552. 

Belloni,  Mr.  miftakes  of,  pointed  out,  with  re- 
fpect  to  eftimating  the  exportation  of  commo- 
dities of  a particular  country,  by  the  quantity 
of  money  found  in  it,  I,  430. 

Bi’b  of  mortality,  plan  for  the  improvement  of, 

I.  72. 

Birmingham,  no  Clver  coin  counterfeited  there, 

II.  99.  note. 

Brahenridge,  Dr.  his  account  of  the  ftate  of  po- 
pulation in  Great  Britain,  1.  95.  Remarks 
on,  id.  97. 

Bread,  the  price  of,  how  limited  in  the  greateft 
famine,  I.  397. 

Br  tain,  Greas,  remarks  on  the  ftate  of  popu- 
lation in,  I.  95.  By  what  means  her  credit 
is  fupported,  iL  107.  thort  ftate  of  its  pre- 


fent  taxes,  debts,  and  funds,  id.  308.  Com- 
pared with  thofe  of  France,  id.  438. 

Bullion,  how  the  price  of,  is  regulated,  I.  564. 
II.  20.  W hy  dearer  in  England  than  in 
France,  id.  14.  The  advantages  of  this  to 
France,  id.  ib.  Brought  to  the  mint,  when 
trade  is  favourable,  id.  35.  The  caufes  of 
its  rife  and  fell  in  the  EngliQi  market  ex- 
plained, II.  332. 

Buyers  and  fellers,  the  intereft  of,  examined,  I. 
628. 


C. 

Canada,  the  principles  of  the  European  trade 
to,  inquired  into,  I.  186. 

Cantillon,  Mr.  his  remark  on  the  courfe  of  ex- 
change between  London  and  Paris,  II.  17. 

Capet,  Hugh,  the  nature  of  his  jurifdiction  com- 
pared with  that  of  a king  of  Poland,  I.  240. 

Charity,  modern,  fbewn  to  be  impolitic,  I.  467. 

Child,  re.marks  on  that  pontion  of  his,  that  the 
legiflature  can  keep  down  the  rate  of  intereft 
to  the  level  moft  advantageous  for  trade,  IL 
122. 

Circulation,  in  a political  fenfe,  explained,  I. 

374.  liluftrated  by  a party  at  quadrille,  id. 

375.  How  to  be  excited,  id.  378.  Illuf- 
trated,  id.  381.  When  it  fhould  be  checked, 
id.  384.  Foreign  and  domeftic,  to  be  dif- 
tinguilbed,  id.  389.  How  affected  by  the 
payment  of  a wrong  balance  of  trade,  IL  170. 
Comparative  inquiry  into  the  ftate  of,  among 
the  ancients  and  moderns,  IL  558. 

Cities,  the  growth  of,  accounted  for,  I.  48. 
Defcribed  as  under  a feudal  government,  id. 
51.  In  what  refpecls  advantageous  to  a coun- 
try, id.  55.  See  Corporations. 

Clafes  of  mankind,  the  advantages  of  calcula- 
tions and  bills  of  mortality  diftinguiftiing 
them,  I.  72. 

Coin,  new  regulations  for,  propofed,  I.  634. 
The  term  defined,  II.  46.  What  the  heft 
form  to  be  given  to  it,  id.  67.  Difference 
between,  and  medals,  id.  67.  Gold,  filver, 
and  copper,  remarks  on,  id.  68.  Never 
found  to  exceed  the  ufes  of  circulation,  id, 
112.  How  the  obligation  of  banks  to  pay  in, 
arofe,  and  the  confequences  of  that  obliga- 
tion, id.  157.  French,  account  of  its  vari- 
ation about  the  time  of  the  death  of  Louis 
XIV.  id.  236.  See  Mon.y. 

Coinage,  duty  on,  IL  2.  Its  firft  introduclion 
muft  reduce  the  prices  of  commodities,  id. 
3.  Confequences  of  the  exciufive  privilege 
of,  id.  4.  The  price  of,  in  France,  id.  17. 
How  the  paying  for,  affecls  the  profits  on 
goods  exported,  id.  26.  How  it  affedls  the 
profits  on  goods  imported,  id.  28.  How  it 
influences  the  prices  of  inland  cemniodities. 
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II.  33.  Experiment  In,  propofed,  U.  39. 
Flow  the  impofition  of,  will  afFeci  the  credi- 
tors of  Great  Britain,  id.  53.  How  it  advances 
the  credit  of  France,  id.  54,  Whether  the 
impofition  of,  in  England,  would  not  fre- 
quently flop  the  mint,  id.  57.  When  ad- 
vifeable  to  impofe  a duty  on,  id.  29.  How 
impofed,  id.  30,  By  authority,  id.  31.  By 
confent,  id.  ib.  The  confeqliences,  id.  ib. 
id.  34. 

Crjlhert^  Mr.  remarks  on,  1.  67. 

Commerce,  an  examination  of  the  various  prin- 
ciples by  which  it  is  regulated,  I.  191. 

Commodities,  in  trade,  what  confiderations  enter 
into  the  fixing  prices  on  them,  1.  182.  Con- 
fumable,  diftinguilhed  from  permanent  pro- 
perty, id.  361.  By  what  the  prices  of  them 
are  regulated,  id.  528. 

Companies,  mercantile,  an  inquiry  into  the  ad- 
vantages and  difadvantages  of,  I.  471. 

Competition,  its  efFedl  on  trade,  I.  196.  Three 
queftions  relative  to,  id.  200.  Among  na- 
tions, its  operation,  id.  232.  Among  work- 
men, the  nature  of,  examined,  id.  317; 

Conqueror's,  why  the  government  of,  heavy  to 
be  borne,  I.  10. 

Conjumers  and  producers,  their  relation  to  each 
other,  and  the  political  balance  between,  con- 
fidered,  I.  264. 

Confumption  of  productions  of  the  earth,  the  quef- 
tion  whether  a frugal  or  prodigal  one,  be  for 
the  advantage  of  population,  argued,  I.  141. 

Corn,  difference  between  the  price  of  it  being 
lov.'ered  by  plenty,  and  by  importation,  1. 
292.  Expedient  propofed  to  aiiift  a people 
during  a fcarcity  of,  id.  294. 

Corn  trade,  general  reflexions  on,  I.  214.  On 
exportation  and  importation  of,  id.  230. 

Corporations,  reflexions  on,  L 33-^  • W hether 
checks  upon  induftry,  id.  332.  Regulations 
of  German  ones,  id.  333. 

Corficans,  the  reah  ftate  of  their  conteft  with 
Genoa,  I.  419. 

Corvee,  in  the  French  revenue,  w.iat,  11. 
485.  n. 

Country,  the  love  of,  in  individuals,  how  to  be 
underftood,  1.  164. 

Courage,  where  likely  and  where  unlikely  to  be 
found,  I.  452. 

Credit,  a definition  of,  II.  IC5.  Why  feldom 
found  perfeftly  folid,  under  a pure  monarchy, 
id.  106.  Why  that  of  France  is  fo  flucluar- 
ing,  id.  ic6.  Why  that  of  Great  Britain  fo 
wdl  eftablifiied,  id.  icq.  Not  yet  fixed 
upon  true  principles,  id.  130*  The  various 
kinds  of,  id.  I4i»  Their  charafteriftic  dif- 
ferences, id.  143*  The  nature  of,  examined 
into,  I.  Qbc.  Its  commercial  advantages, 
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id.  366.  Public,  how  the  internal  bala.nce 
of  wealth  is  afiecled  by  it,  id.  370. 

Credit,  public,  brief  fketch  of  the  birth  and  pro- 
grefs  of,  I.  208.  The  utmoft  extent  of, 
Low  to  be  determined,  IL  463.  The  rife 
and  fall  of,  explained,  id.  351.  Of  antici- 
pations, or  borrowing  money  upon  afiign- 
ments  of  taxes,  for  the  difeharge  of  principal 
and  intereft,  rW.  354.  Of  France,  fiate  of^ 
before  the  death  of  Louis  XIV.  id.  367. 
A comparifon  between  that  of  France  and 
England,  in  the  times  of  Richlieu  and  Dave- 
nant,  id.  377.  Of  Great  Britain,  the  pre- 
fent  ftate  of,  id.  380. 

Credit,  private,  the  fubdivifions  of,  II.  144. 
How  to  carry,  to  its  greateft  extent,  id.  145. 

Credd,  debts  and  taxes,  confequences  of  the 
change  produced  in  the  policy  of  induft.fious 
trading  ftates,  by  the  eftabliftimentof,  IL  441. 

Creditors,  the  interefl:  of,  always  the  predomi- 
nant, and  what  determines  the  intereft  of  a 
nation,  I.  61 1.  Public,  the  intereft  of, 
examined,  id.  625. 

Cumulative  tax,  the  term  defined,  11.  500.  See 
‘Tax. 

Crop,  plentiful,  of  Grain  in  England,  inquiry 
what  proportion  it  bears  to  the  annual  con- 
fumption, I.  109.  Difference  between  a 
reputed  good  and  bad  one,  id.  112. 

D. 

Davenant,  Dr.  his  corredEon  of  Sir  William 
Petty’s  computations,  I.  42,  His  fcheme  for 
land  and  poll  taxes  to  raile  the  government 
fupplies,  inquiry  into  the  expediency  of,  IL 
362.  His  reafo.ns  for  recommending  the 
farming  of  taxes,  id.  q 81. 

Debts,  public,  the  various  confequences  of,  IF. 
348.  The  methods  of  contracting  and  pay- 
ing off,  id.  46'5.  The  two  daffes  of,  id. 

473,  The  confequence  which  would  reiust 
from  an  immediate  difeharge  or  them,  id. 

474.  Of  England,  at  the  peace  of  Ryfvvick, 
what,  id.  360.  Progrefs  ef,  traced,  id. 

381- 

Demand,  a definition  of  that  word,  in  a com- 
mercial view,  1.  172.  High,  and  great, 
diftinguifned,  id.  188.  Diftinguilhed  from 
competition',  id.  ic)q,  487'  different 

acceptations  of  that  word  enumerated,  id.  484. 

Demand  and  work,  an  inquiry  into  the  caufes 
which  influence  an  alteration  of  the  oalance 
between,  I.  217.  The  duty  cf  a ftatefmaii 
to  aflift  and  permit  gentle  vibrations  between, 

id.  229.  . _ . T 

Democracy,  how  it  difters  from  monarchy,  i. 
242.  How  they  affect  trade  rerpeciively,  id. 


Depen_ 
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Xjependance^  in  fnciety,  three  kinds  of,  diflin- 
guilhed.  I 238.  On  couns,  the  principles 
on  which  it  fubfifts,  analized,  id.  357, 

r^e'  OS-  i tion,  the  moft  efreiiua!  cauffes  of,  1. 108. 

Deferilon.,  among  foldiers,  the  caufe  of,  pointed 
out,  L J 36. 

Dii'eafes,  poiincal,  certain  fign  of,  I.  69. 

D'JJipaiian.  the  benefits  of,  to  induftry,  I.  367. 

Ducats,  examination  of  *the  new  regulation  of, 
in  Hohand,  I.  612. 

Dutot,  M.  his  fentiments  on  paper  credit  with 
reference  to  the  affairs  of  France,  11.  241, 


Edinlurdh,  hints  for  the  improvement  of  the 
banks  there,  II,  187. 

England,  the  idienefs  and  luxury  of  manufac- 
turers, of  more  prejudice  to  its  foreign  trade, 
than  the  high  taxes,  IL  504. 

Ertuiand  or  France,  which  the  moft  populous, 
L 102. 

Equal  ty  of  pofifiens  in  a fate,  the  confequenccs 
of,  examined  into,  I.  367. 

Ejlate,  the  difference  betw’een  one  near  the  me- 
tropolis, and  one  in  a remote  province,  I.  55. 

Evil,  no  fhch  tningin  the  univerfe,  I.  482.  n. 

Europe,  the  great  revolution  in  the  political 
fyftem  of,  and  the  caufe  to  which  it  is  owing, 
1.  10. 

Excefs,  import  of  that  term,  I.  308.  Diftin- 
guifhed  from  fenfuality  and  luxury,  31 1. 

Exchange,  the  beft  meafure  for  valuing  cur- 
rencv,  1.  570.  How  the  coarfe  of  it  is  re- 
gulated, II.  13,  21.  Whether  the  lofs  which 
the  courfe  of  it  marks  on  the  trade  of  Great 
Britain  with  France,  be  real  or  apparent,  id. 
25.  The  fiift  principles  of,  id.  310.  1 be 

difSculties  which  occur  in  paying  ba'ances,  id. 
315.  How  thefe  payments  are  effedfed,  id. 
332.  The  operations  of,  between  London 
and  Paris,  id,  335. 

Exchequer,  its  circulation  with . the  bank,  ex- 
plained, IL  225. 

Excife,  the  accounts  of,  how  fettled  between 
the  exchequer  and  the  bank,  II.  226.  When 
it  firft  took  place,  id.  362.  Its  effedfs  at  that 
rime,  id.  ib.  In  what  the  opprefiion  of  levy- 
ing confifts,  id.  511.  Defedt  of,  and  the  tiL 
effeds  arifiDg,  id.  5172.  Hints  for  remedying, 

515- 

Expence,  the  word  defined,  and  the  fenfes  in 
which  it  is  ufed,  diftinguifhed,  I.  205. 

Exportation,  the  proper  means  of  encouraging, 
I-  283.  Reflediions  on  premiums  for,  id. 
297.  What  the  moft  profitable  branches  of, 
id.  341.  The  proper  condudt  when^at  of  a 
nation  is  reduced  to  the  articles  of  natural- 


E X. 

produce,  id.  343*  tbofs  manufadrurers 

who  work  for,  the  pooreft  of  thofe  in  a ftate, 
II.  10.  'I  heory  of  the  prices  on  articles  of^ 

id.  1 I. 

F. 

I-atl  of  matt,  confequenccs  of,  fhewn,  I.  455. 
n.  Conclufions  drawn,  on  the  fuppofu.on 
that  it  had  not  taken  p ace,  id.  ib. 

Feudal  fjhm  of  government,  how  departed 
from  in  the  prefent  forms,  I.  xo.  Why  taxes 
fo  little  found  under,  id.  501.  Subordination 
of  the  different  ranks  unckT,  how  founded,  id. 
240.  Its  influence  on  trade,  id.  245. 

Feudal  governmenti,  three  remarkable  ftages, 
through  which  they  have  changed  to  the  pre- 
fent forms,  I.  356. 

Fijheries,  hints  for  the  proper  eftablifhment  of, 
I.  480. 

Fieuri,  Cardinal,  his  experiment  to  fix  the  par 
of  exchange,  II.  34.0. 

Foreign  m'.nfers,  political  hint,  as  to  'their  ac- 
commodations 'in  the  cou'ntries  where  they 
are  fent  to  reOde,  I.  42b. 

Foref  ailing,  why  a crime,  L 200. 

Porfs,  w'hether  extended  by  an  increafe  in  the 
confumption  of  firewood,  L 145. 

Fcundling  h'ofpitals  recommended,  I,  75, 

Foundlings,  opportunity  for  providing  for,  point*- 
ed  out,  1.  287. 

Fourage,  in  the  French  taxes,  what,  II.  496.  r, 

France,  refiedf'ions  on  the  ftate  of  agriculture  in, 
1.  141.  The  progrefs  of  luxury  in,  compa- 
tible with  the  profperity  of  her  foreign  trade, 
tb.  288.  The  principle  on  which  the  tailing 
and  finking  of  the  numerary  value  of  the 
coin  there  in  former  times  is  accounted  for, 
ib.  612.  The  policy  of,  with  regard  to  its 
coin,  why  not  eafily  underftood,  II.  32.  Re- 
marks on  the  currency  of  its  coin,  id.  58. 
Reguladons'of,  with  regard  to  coin,  bullion, 
and  plate,  id.  'jo.  Price  of  coinage  thefe 
upon  filver,  id.  71.  Ditto  upon  gold,  id.  72. 
Proportion  between  a French  grain  weight  to 
a grain  troy,  id.  73.  Proportion  between 
the  louis  and  the  auinea,  id.  74.  Advantages 
of  the  French  regulations,  id.  75.  High 
price  of  bullion  at  Paris  in  1760,  id.  76. 
Prefent  ftate  of  the  wearing  of  the  French 
filver  coin,  id.  ’j-j.  Fiudf nations  of  credit 

• in,  id.  106.  Chronological  anecdotes  of 
banking  there,  id.  25b.  How  its  credit  was 
•deftroyed  in  1720,  id.  284.  How  a bank 
may  even  now  be  fafely  effablifhed  there,  id. 
289.  State  of  their  debts,  funds,  and  appro- 
priadons,  at  the  peace  of  1763,  id.  403. 
Extent  of  annual  fupplies  of,  fiom  1756  to 
1762,  id.  420.  Courts  of  juftice  in,  how 

rendered 
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rendered  oppreflive,  id.  432.  Method  of  le- 
vying the  taxes  in,  id.  437.  The  nature  of 
the  taxes  impofed  there,  explained,  id.  496, 


501. 

France  and  England,  which  the  moft  populous, 

I.  102. 

gifts  in  France,  as  impofed  in  1759,  If* 
419.  n. 

Freedom  of  a people,  in  v/hat  it  confifts,  I.  237. 
Frugality,  the  proper  means  of  prevennng  the 
ill  effects  of,  when  it  takes  place  in  a luxuri- 
ous {fate,  1.  281. 

Fund,  finking,  the  firft  foundation  of,  11,  38,5. 

G. 

Gahelie,  in  the  French  taxes,  explained,  H. 
501,  n.  , , . 

Gardtm,  kitchen,  why  moft  frequently  found  in 
the  neiahbourhcod  of  cities,  i.  139. 

Gee,  MrT  remarks  on  his  obfervations  on  the 
balance  of  the  Englifti  trade,  I.  43^’. 

Germany,  Remarks  on  the  ftate  of  agriculture 

in,  i.  9^ ' r n.  r 

Governing,  in  what  the  art  of,  coniifts,  1.  12. 
Government,  the  republican  form  of,  moit  ta- 

vourable  to  trade  and  induftry,  I.  242. 

Grain,  inquiry  into  what  proportion  a p.entifu. 
crop  of,  in  England,  bears  to  the  current  an- 
rual  confumption,  I.  109.  Inquiry  into  the 
difference  between  a plentiful  year  and  a year 
offcarciiy,  id.  113.  The  price  of,  regulated 
bv  the  abilities  of  the  loweft  oafs  or  peopie 
to  purchafe  it,  id.  401.  The  good  effeas 
which  would  refuit  from  preferving  the  price 
at  fome  uniform  ftandard,  II.  5©9- 
Greece,  antient,  remark  on  the  difproportron  be- 
tween the  prices  of  neceffaries,  and  CiCgances 
in  I.  403-  Accounted  for,  id.  439-  -Ijs 
tre’afures  fuppofed  equal  to  the  mines  of  the 

new  W'orld,  id.  437*  _ tt  - - 

Guinea  and  louis,  proportion  between,  11.  74- 
Guineas  an  examination  into  the  confequences 
of  bringing  down  their  currency  to  twenty 
{hillings,  1.583. 

H. 

Harris,  examination  of  a paflage  in,  concern- 
ing coin,  1.609. 

Helots,  their  cruel  treatment  under  the  bpartan 
government,  I.  254. 

Henry wife  regulation  of,  for  the  pre.erva- 

tion  of  bullion,  II.  327.  . . 

Holland,  the  principles  of  its  conftitution  in- 
quired into,  I.  214-  Regulauons  obferved 
in  with  regard  to  com  and  bullion, 
R^ulationsof  the  Dutch  mint,  id  79.  How 
they  reckon  their  filvcr  ftandard,  id.  tb.  Mint 
price  of  fine  filver,  id.  80.  Price  of  coinage 


there,  id.  ib.  Of  the  Dutch  gold  eoins,,  id.  ih. 
Mine  price  of  fine  Gold,  id.  8i.  Price  of 
coinage  upon  ducats,  id.  82=  The  rider,  id. 
ib.  Utility  of  not  fixing  the  denomination  of 
ducats,  id.  83.  How  to  find  the  proportion 
of  the  metals  in  the  coin  of  Holiand,  and  a 
wonderful  phsenomenon  in  the  value  of  du- 
cats, id.  84.  Quantity  of  fine  fiiver  in  a flo- 
rin niece,  la  85*  Quantity  of  fine  golu  in 
a florin  of  riders,  id.  ib.  Inveftigation  of  the 
proportion  as  to  the  ducat,  id.  ib.  Propor- 
tion between  the  mint  weights  of  Holland, 
England,  France,  and  Germany,  id.  87. 
Defects  of  the  filver  currency  of  Holland,  id. 
91.  Frauds  of  money-jobbers  there,  id.  94. 
Reafon  of  the  apparent  fcarcity  of  fi  ver  coin 
there,  id.  96.  The  great  muitiplication  or 
taxes  there,  id.  529. 

Horj'es,  whether  the  keeping  a fuperfluous  num- 
ber in  large  cities,  a public  difadvantage,  I. 
145, 

Hume,  Mr.  examination  of  his  dodirine  con- 
cerning the  influence  of  riches  o.n  the  price 
of  commodities,  1.  39^.  Concerning  the 
balance  of  trade,  id.  416. 

J. 

^asch  the  catriarch,  an  idea  of  primitive  fociety, 
borrowed  from  the  hiftory  of  him  and  his  fa- 
mily, 1.  23. 

Jam-zaries,  Furlijh,  and  the  Pretorian  cohorts 
of  Rome,  parallel  between,  I.  247. 

Idle  nerions,  the  muhiplicaiicn  of,  a load  on 
fociety,  1.  61. 

'Jews,  their  law  relating  to  intereft,  H,  ii2. 
The  ordy  money-lenders  in  Europe,  until  a 
commercial  fyftem  prevailed,  id.  113. 

Imitation,  influence  of  the  tafte  for,  I.  280. 

Indies,  account  of  the  French  company  of,  II. 

247.  Its  revenue,  id.  257. 

Indujtrie,  in  the  French  taxes,  explained,  11. 

496.  n.  Remarks  on  this  tax,-  id.  498. 
Indu/ry,  an  inquiry  into  ^33* 

a definition  of,  id.  166.  Diftmguiftied  from 
labour,  id.  ib.  Why  difficult  to  introduce 
in  a country  where  flavery  is  eftablilbed,  id. 
167  Whether  the  caufe  or  the  effedf  of 
trade,  id.  170.  How  it  is  ftimulated,  id.  193* 
The  difference  between  the  progrefs  of,  m 
antieni  and  modern  times,  accounted  tor,  id. 
IQ  > Bnei  ffietch  of  the  progrefs  and  revo- 
lutkns  of,  id  207.  A ftrong  argument  for 
a general  exercife  of,  id  210.  7 he  means 

of  extending  liberty  to  the  lowift  ‘denomina- 
tions of  a peoHe,  rV.  2 8.  Fiounffiesbeft 
under  a repub  lean  government,  w-  242- 
c uded  by  the  fyftem  of  Lycurgus,  ^58. 
The  revo  utmn  it  produces  in  the  weaiih  ot  a 
A - nation, 
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nation,  pointed  out,  Id.  452.  The  proper 
direction  of,  hinted,  id.  457.  In  what  in- 
ftancs  it  deftroys  fimplicity  of  manners,  id. 
459.  Antient  and  modern,  the  difference  of, 
fhewn,  I.  462.  See  Indujirie. 

Inhabitants,  an  examination  into  that  maxim 
which  afferts  the  number  of,  to  be  the  riches 
of  a country  or  ftate,  I.  60. 

Innovations,  inconveniences  attending,  I.  632. 
Intereji,  private,  the  proper  fpring  of  adlion  in 
the  individuals  of  a weii  governed  fiate,  I. 
264. 

Intereji  of  money,  how?  permitted  under  the 
Mofalc  difpenfation,  IL  112.  When  it  ob- 
tained in  Europe,  id.  113.  Upon  what  prin- 
ciples the  rate  of,  is  regulated,  id.  115.  No 
fiatute  for  regulating  in  England,  before  the 
time  of  Henry  VIII.  id.  116^  Different  claf- 
fes  of  borrowers, /V,  117.  Extortions  in,  how 
prevented,  id.  118.  W'hether  in  the  power 
of  the  legiflature  to  command  the  rate  of,  id. 

2 22.  The  lowering  of,  the  rife  of  land,  id. 
123.  Proper  condudl  of  a ftatefman  in  rela- 
tion to,  id.  124,  Probable  confequences  of 
reducing  it  below  the  level  of  the  flocks,  id. 
225.  A low  rate  moft  eiTentiai  to  flates  car- 
rying on  the  moft  extenfive  foreign  commerce, 
id.  129.  Whether  the  rate  of,  a fure  baro- 
meter of  the  ftate  of  commerce,  id.  135. 
W'hether  it  falls  in  proportion  to  theincreafe 
of  wealth,  id.  139.  How  affeded  by  the 
manners  of  a people,  id.  ih. 

Ireland,  'the  caufes  which  influenced  Great  Bri- 
tain to  open  her  ports  for  the  importation  of 
provifio.ns  from,  1.  231. 

IJland,  the  progrefs  of  fociety  illaflrated,  in  a 
fuppofed  one,  I.  228. 

K. 

Kings,  their  rights  not  founded  on  tacit  con- 
traiffs  between  them  and  their  people,  i.  240. 

In  -the  old  feudal  fyfiems,  more  formidable 
abroad  than  at  home,  id.  356.  Compared 
with  the  dcmeiiic  influence  of  thofe  under 
the  prefent  commercial  1)  ftems,  id.  lb. 

L. 

Labour,  the  different  obligations  to,  in  antient 
and  modern  times,  I,  59.  How  the  methods 
of,  are  to  be  improved,  id.  193, 

Land,  the  difproporticn  between  the  rents  of 
arable  and  paffure,  accounted  for,  1.  43. 
W’hat  the  general  railing  of  rents  of  land  may 
be  fuppofed  to  indicate,  id.  45.  Conlidera- 
tions  on  the  taxes  on,  IL  561.  No  regular 
valuation  of,  made,  fince  doomfday  book, 
id,  564.  The  tax  on,  how  levied  m Enc- 
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land,  id.  ^6^.  What  the  moft  proper  method 
of  impofing  a tax  on,  id.  577. 

Landed  interef,  examination  into,  I.  622. 
Landed  men,  inquiry  whether  they  might  not  iffue 
their  own  notes  on  the  fecarity  of  their  land, 

w'ithout  the  intervention  of  a bank,  II.  131, 
Landed^  property,  the  inconvenience  of  minute 
fubdivifions  of,  I.  85.  Inquiry  into  the  ex* 
peaiency  of  the  equal  diftribution  of,  id.  124. 
Landholder  and  Jlockholder^  how  comparative]]? 

affeded  by  taxation,  II.  448. 

Land-tax  in  Scotland,  defedf  in,  IL  497, 

Law,  Mr.  account  of  the  eftabiifhment  of  his 
bank,  II.  235,  239. 

Laws,  none  really  inv'ariable,  in  any  govern- 
ment, I.  7. 

Levity,  rem-arks  on  the  influence  of.  in  luxury.-. 
I.  280. 

Liberty,  public,  in  what  it  is  underflood  to  con- 
iift,  I.  237.  Capable  of  fubiifting  under  de- 
spotic forms  of  government,  id.  ib. 

Liberty,  univerfal,  eftablifhed  in  Europe,  and 
the  confequences  of,  I.  70. 

Linen  manufaSiure,  by  what  means  it  has  been 
augmented  in  Scotland  and  Ireland,  I. 
86. 

Loans  upon  intereji,  if  deemed  unlaw'ful  in  a re- 
ligious view,  expedient  to  avoid,  I.  370. 

Locke,  Mr.  miftake  of,  correcled,  in  relation  to 
a propofed  alteration  of  filver  coinage,  I.  554, 
602. 

Lotteries,  the  advantage  of,  to  the  government, 
II.  4C0.  n.  When  only  proper  to  be  u.fed  for 
paying  of  public  debts,  id.  479. 

Lowndes,  Mr.  examination  into  the  prefent  pro- 
priety of  his  Lheme  for  regulating  the  coin  in 
1695,  I.  602. 

Luxury,  the  term  defined,  I.  gr,  307.  The 
parent  of  public  diftrefs,  ib.  212.  In  what 
inftance  to  be  encouraged,  ib.  263.  This 
farther  explained,  id.  276.  How  to  be  ef- 
fected, id.  277.  Cha.nges  in  the  modes  of,, 
ever  diftrefTmg  to  manufadiurers,  id.  280. 
Political  improvement  of  this  circumftance, 
id.  ib.  The  iriterefts  affecfed  by,  id.  307. 
The  mind,  id.  308.  The  body,  id.  309. 
The  fortune,  id.ib.  The  ftate,  id.  lb.  Its 
different  effecis  on  different  antient  nations, 
remarked,  and  accounted  for.  Id.  22/,.  Its- 
effedts  in  modern  times,  id.  325.  Phejudi-- 
ciai  to  courage.  Id.  452.  Modern,  the  caufa 
of,  hinted,  id.  462. 

Lycurgus,  the  tendency  of  his  laws  to  encourage 
population,  fhev/n,  1.  70.  Why  there  w'as 
no  induftry  in  his  republic,  id.  193.  His 
republic  the  moft  perfedl  plan  of  political 
csconomy^id.  250.  Plislaws  tranfmitteJ  by- 

tradition 
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tradition  only,  id.  25  r.  The  fanaion  he 
obtained  for  them,  id.  ib.  His  regulation  of 
property,  id.  252.  Cloathing,”  253. 
The  cruel  treatment  of  the  helots,  id.  254. 
His  plan  of  education,  id.  255.  Remarks 
on  the  aufterity  of  his  inftitutions,  id.  256. 
His  care  to  guard  againft  the  Spartans  having 
an  intercourfe  with  foreign  nations,  id.  257° 
Conclufions  drawn  from  a fuppofed  adoption 
of  his  fyftem  by  any  modern  nation,  id. 
259. 

M. 

Ji/Iachines^ihe  introduciion  of,  into  manufactures, 
whether  hurtful  or  beneficial  to  a ftate,  I. 
119,  295. 

Mankind,  in  what  refpedl:  alike  in  all  ages,  L 
6.  The  difiribution  of  their  refidence  in  a 
country,  how  determined,  id.  46.  Their 
number  in  a free  country,  in  the  ratio  of  their 
food,  id.  1 13. 

Manners  of  a people,  national  peculiarities  in, 
noticed,  I.  8.  The  fimplicity  of,  how  it 
alFedfs  population,  I.  36. 

ManiifaElures,  the  principles  which  determine 
the  refidence  of,  I.  49.  Their  flourilhing  or 
decaying  in  particular  places,  accounted  for, 
id.  182.  The  proper  method  of  lowering 
the  prices  of,  to  render  them  vendible  at  fo- 
reign markets,  id.  283,  Why  particular 
ones  cannot  be  furniflied  fo  cheap  at  home,  as 
by  other  countries,  id.  284.  The  import- 
ance of  their  being  properly  fituated,  id.  289. 
ManufaP.urers,  why  thofe  who  work  for  ex- 
portation are  the  pooreft,  II.  10.  More  hurt 
by  their  own  idlenefs  and  extravagance  than 
by  taxes,  id.  505. 

Markets,  public,  their  great  ufe  in  trade,  1. 180. 
Marriage,  political  confiderations  on,  I,  71. 
Alafer,  his  right  to  ihire  in  the  profits  of  bis 
journeymen,  proved,  I.  318. 

Maxims,  general  ones,  the  danger  of  adopting, 

I.  60. 

Medals  and  com,  the  difference  between,  II.  68. 
M-g:ns,  Mr.  his  fentiments  concerning  the  coin 
of  the  bank  of  England,  JI.  158. 

Melon,  M,  de,  his  remark  on  the  proper  quali- 
fications of  a fiatefman,  I.  377. 

Ivderchant,  obfervations  on  the  profeffion  of,  I. 
177. 

Metal,  the  term  defined,  II.  46.  V/hy  a fcale 
of  value  realized  in,  can  never  be  exa<R:,  ib.  54. 
How  the  proportion  of  thofe  in  coin,  is  kept 
nearly  the  fame  in  all  European  markets,  id. 

62.  V/hy  this  proportion  fo  different  be- 
tween Europe  and  Afia,  id.  63.  tlow  to  de- 
termine the  true  intrinfic  value  of  thofe  in 


which  a balance  to  foreign  nations  is  to  be 
paid,  id.  316.  Howto  remove  the  inconve- 
niences which  occur  in  fuch  paiments,  id. 

325- 

Metropolis,  the  growth  of,  accounted  for,  I.  48* 
A large  one,  whether  difadvantageous  to  a 
country,  id.  52. 

Militia,  reflections  on,  I.  136. 

Mind,  the  effects  of  luxurious  gratifications  c.n, 
I.  308, 

Minot,  a French  meafure,  what,  II.  576,  n. 
Mint,  French  unit  of  weight  in,  II.  70. 
Weights  of  Holland,  England,  France,  and 
Germany,  proportion  among,  id.  87. 
Mijfifip.pi  hank  of  France,,  account  of  the  efta- 
blilhment  of,  II.  243,  252,  267.  Inquiry 
into  the  motives  for  its  plan,  id..  256.  NoSr 
intentionally  a bubble,  id.  263.  How  the 
failure  might  have  been  prevented,  id.  276. 
How  the  credit  of  France  was  defiroyed  in- 
May  172c,  id.  2S4. 

Mlodefy,  reflections  on,  with  reference  to  the- 
Spartans,  I.  258. 

Monarchy  and  democracy,  compared,  I,  242^ 
Their  different  influences  on  trade,  id.  243. 

Monafteries,  magnificent  ones,  how  advantage- 
ous to  a country,  I.  468. 

Money,  the  term  denned,  1.  32.  How  to  be 
procured,  id.  ib.  The  plenty  of,  produdtivs 
of  luxury,  id.  33.  The  effects  of  the  intro- 
duction of,  on  trade,  id.  176.  Obfervations 
on  that  of  Sparta,  id.  259.  An  inquiry  into 
the  principles  of  the  circulation  of,  id.  360. 
Real,  and  fymboilcal,  what,  id.  364.  I!- 

luftrated,  id.  381.  Ready,  caution  neceiTary 
in  taxing  it,  id.  387.  No  real  and 'adequate- 
proportion  betw'een,  and  goods,  id.  394.  In 
countries  of  fimplicity,  id.  395.  In  coun- 
tries of  indufiyy,  id.  397.  Paper,  whether 
advantageous  to  a nation,  id.  40S'.  V/he- 
th'er  a tenfold  increafe  of,  in  Europe,  would 
raife  the  prices  of  commodities  in  the  fame 
proportion,  id.  413,  Whether  any  judg- 
ment-can be  formed  concerning  the  balance  of. 
trade  of  a nation,  barely  from  the  quantity  of 
fpecie  that  is  found  in  it,  id.  429.  The  dif— 
fipation  of  by  individuals,  not  expedient  to 
be  checked,  rW  471.  Defined,  id.  g7.6.  A. 
fcale  for  meafuring  the  value  of  things,  id.  ib. 
On  what  principles  the  value  of  things  is  de- 
termined, id.r^i’j.  The  prices  of  things  not 
regulated  by  the  quantity  of,  id.  ib.  Necef- 
fity  of  dirfinguifhing  between,  and  price,  id, 
529.  Of  account,  V/hat,  and  how  contrived^ 
id.  ib.  Bank,  id.  531.  Angola,  id.  ib.  Ufe- 
fulnefs  of  the  precious  metals  in  making, 

532.  Standard,  hovv  to  beadjufied,  id.  533,. 

7 Debafmg 


INDEX. 


Debafing  and  railing  a ftandard,  what,  id. 
5:54.  Aiteration  of  the  ftandard,  how  to  be 
difcovered,  id.  ib.  Of  alloy,  id.  ib.  Inca- 
pacities of  metals  to  conftitute  invariable  mea- 
sures of  value,  id.  535.  The  obligation  of 
fuch  meaftires  to  be  invariable,  id.  lb.  Con- 
fequences  of  their  variation,  id.  536.  De- 
fers of  a ftlver  ftandard,  id.  537.  Argu- 
ments in  favour  of  a ftlver  ftandard,  id.  ib, 
Anfwers  to  thofe  arguments,  538.  Ufeful- 
nefs  of  an  univerfal  meafure,  id.  539.  Why 
metals  incapacitated  from  performing  the  of- 
fice of,  tW.  54G.  Wearing  in  circulation, 'i/. 
ib.  Inaccuracy  in  coining,  id.  541.  Coin- 
age adding  to  the  value,  without  adding  to 
the  weight,  id.  ib.  The  fnialleft  defects  of, 
profited  by  in  trade,  id.  ib.  Five  remedies 
againft  theefrecis  of  the  variation  in  the  value 
of  metals,  id.  542.  Remedies  againft  other 
inconveniences,  id.  544.  Remedies  againft 
the  wearing  of  coin,  id.  ib.  Remedies  againft 
inaccuracy  in  coinage,  id.  ib.  Remedies 
againft  the  expence  of  coinage,  id.  ib.  Re- 
medies againft  arbitrary  changes  in  the  value 
of  coin,  id.  545.  How  the  market  price  of 
the  metals  is  made  to  vary,  id.  ib,  1 he  va- 
riation to  be  referred  to  the  riftng  metal,  not 
to  the  finking,  id.  546.  Of  account,  how 
made  to  vary  in  its  value,  from  the  ariation 
of  the  metals,  and  the  confequences,  id.  547. 
What  the  mean  proportional  between  the  va- 
lue of  the  metals,  id.  ib.  The  unit  to  be  at- 
tached to  the  mean  proportion,  upon  a new 
coinage,  not  after  the  metals  have  varied,  id. 
548.  The  unit  beuer  to  be  affixed  to  one 
metal  than  to  both,  id.  549.  To  what  va- 
riation the  unit  is  expofed,  from  the  wearing 
of  the  coin,  id.  ib.  To  what  variation  the 
unit  is  expofed,  from  the  inaccuracy  in  the 
fabrication  of  coin,  id.  550.  Variations  to 
which  the  unit  is  expofed,  from  the  impofition 
of  coinage,  id.  551.  When  coinage  im- 
pofed,  bullion  cheaper  than  coin,  id.  ib.  Ex- 
ception, id  552-  Variation  to  which  the 
unit  is  expofed,  from  the  arbitrary  raifing  and 
debafing  the  coin  by  Princes,  id.  ib.  How 
this  variation  affects  the  interefts  of  debtors 
and  creditors,  id.  S53-  miftake  of  Mr, 
Locke  in  relation  to,  corrected,  id.  555. 
Defeats  in  the  Britifh  coinage,  id.  558.  Of 
the  ftandard  of  Engliih  coin  and  money  unit, 
id.  ib.  Coinage  free  in  England,  id.  559. 
The  ftandard,  when  attached  to  the  gold 
coin,  id.  560,  Conrequences  of  that  regu- 
lation, id,  ib.  Silver,  fometimes  confidered 
as  a rroney  of  accompt,  id.  561.  Jobbers 
in,  their  praflices  explained,  id.  562.  565. 
Why  ftlver  bullion  is  dearer  than  coin,  id.  ib. 


What  regulates  the  price  of  bullion,  id.  564. 
The  intrinfic  value  of  the  currency,  id.  ib. 
Paper,  the  ufe  of,  not  hurtful  in  debafing  the 
ftandard,  id.  571.  The  ftandard  how  fhewn 
to  have  been  debafed,  id.  574.  Proof  that 
the  ftandard  has  been  debafed  by  law,  id. 
575'  The  ftandard  at  pre'ent  reduced  to  the 
value  of  the  goto,  id.  ib.  How  the  diforder 
in  the  coin  may  be  remedied  without  incon- 
veniences, id.  576.  If  the  prefent  ftandard 
be  departed  from,  all  other  arbitrary,  id. 
577.  Fhe  prefent  ftandard  not  the  fame  with 
that  of  Queen  Elizabeth,  id.  578.  Anec- 
dotes of  its  alterations,  id.  ib.  Debafing  th* 
ftandard,  chiefly  affeHs  permanent  confracfs, 
id.  581.  Why  filver  fo  fcarce,  fd.  583. 
Confequences  of  fixing  the  guinea  at  twenty 
{hillings,  id.  ib.  How  to  fix  the  pound  fter- 
ling  at  the  ftandard  of  Queen  Elizabeth,  id. 
587.  I he  confequences  of  this  reformation, 
id.  588.  Sufferers  by  the  debafen  ent  of  the 
ftandard,  have  a right  to  redrefs  id.  590. 
But  not  the  whole  dafs  of  creditors,  id.  ib. 
Whofe  claim  ought  to  be  liable  to  converfion, 
id.  591.  Obieciions  againft  the  principles 
before  laid  down,  id.  593.  Anfwers  to 
them,  id.  595.  Upon  whom  the  lofs  in- 
curred by  the  wear  of  it,  falls,  id.  598.  In- 
land deabngs  not  able  to  fupport  the  ftandard 
where  there  are  money-jobber?,  or  foreign 
commerce,  id.  599.  Public  currency  fup- 
ports  the  authority  of  the  coin,  not  the  value 
of  the  pound  fleriing,  id,  601.  In  what 
fenfe  the  ftandard  debafed  by  law,  and  in 
what  fenfe  by  the  operation  of  other  political 
caufes,  id.  614.  The  payments  made  by 
bankers  regulate  all  other,  id.  6’ Regu- 
lation propoied  for  the  coin,  id.  634,  The 
firft  introdudiion  of  coinage  muft  reduce  the 
prices  of  commodities,  il,  3j^  Why  the  doc- 
trine of  money  appears  fo  intricate,  id.  45. 
The  difference  between  raifing  the  value  of 
coin  by  impofing  coinage,  and  raifing  the 
denomination  of  it,  id.  50.  Whether  it  is 
the  intereft  of  England  to  debafe  the  ftandard 
of,  id.  64.  The  borrowing  of,  for  carrying 
on  trade,  more  relative  to  the  merchant  than 
the  manufaefurer.  id.  137. 

Jidcu'.teJjuieu,  Mr.  exarnination  of  bis  docirine 
concerning  the  influence  of  riches  on  the 
prices  of  commodities,  1.  398. 

Multiplication  of  people,  the  three  principles  of, 
I.  90.  Whether  the  efficient  caufe  of  agri- 
culture, or  agriculture  of  multiplication,  id. 
114* 

N. 

Nation,  every  intereft:  in,  intitled  to  proteffion, 
I.  589. 
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Nations, 


Naiions,  traditigs  compared  to  a fleet  of  fnips, 

Navigation,  remarks  on  the  confequences  of  the 
adt  of,  in  England,  I.  gqg. 

NaturoLzation  of  Jlrangirs,  ineffeftual  in  the 
view  of  lowering  the  prices  of  mannfaclures, 
I.  290. 

Neccjfarm,  an  inquiry  into  the  caufe  of  a rife 
in  the  prices  of,  1.  291.  Phyfical  and  poli- 
tical, diftinguiflied  and  explained,  id.  312. 
The  confumprion  of,  how  to  be  afcer-ained, 
id.  314.  And  fuperfiuities,  vague  terms 
when  different  ranks  of  people  are  compared, 
id.  258. 

Netherlands,  Auftrian,  the  cities  of,  in  a ftate 
of  depopulation,  and  the  reafon,  I.  33-4.  n. 

Nobil.ty,  the  advantages  of  a numerous  one,  to 
a ftate,  I.  63.  Why  their  fpirit  ought  to  be 
preferved,  id.  ib.  1 heir  behaviour  in  the 
■field  compared  with  that  of  traders,  id.  64. 
Poor,  reflexions  on  their  fituation,  id,  ib, 

O. 

‘Oeconsmy,  genera!  definition  of,  I.  i.  Family 
and  political,  diftinguifhed,  id.  2 Political, 
when  brought  to  perfedlion,  id.  83. 

"Ounces,  different,  a comparifon  of,  il.  323.  n. 

P. 

Padua,  obfervations  on  the  foil  and  produce  of 
the  country  round,  I.  140. 

Paper  money,  how  realized,  II.  no. 

Paris,  remarks  on  the  ftate  of  agriculture 
round,  I.  139. 

Partijam  in  France,  what,  and  cardinal  Rich- 
■iieu’s  fentiments  on  their  condudt,  II.  369. 
Their  extortions,  why  not  then  to  be  reme- 
died, id.  370.  The  prefent  regulation  of 
them,  id  ib. 

Pay  of  the  foldiery,  political  plan  for  the  regula- 
tion of,  I.  449. 

Payments,  thofe  made  by  bankers  regulate  all 
others,  I.  615. 

Petty,  S r Winiam,  his  computations  of  the 
number  of  inhabitants  and  confumption  of 
provifions  in  England,  I,  41. 

Population,  how  limited,  I.  18.  H3.  What 
the  moft  effential  requifite  for,  id.  25.  Re- 
flexions on  the  beft  means  for  promoting,  id. 
72.  Inquiry  into  the  ftate  of,  in  Great  Bri- 
tain, I.  95.  Antient  and  modern,  politically 
confidered,  id.  125. 

popuLus,  inquiry  into  the  meaning  of  this  word, 
when  affirmed  of  a country,  I.  102. 

Popuioufnfs  of  antient  nations,  inquiry  into  the 
queftion  concerning,  I.  38. 

pojls  for  the  conveyance  of  kilers^  their  great  ufe 
in  ttoroaaerce,  1.  180, 


Pmnd  ferVing,  two  legal  ones  in  England,  I, 
568.  Current  value  of,  id.  569.  How  de- 
termined, id.  570.  What  the  good  meafure 
of,  id.  tb.  1 he  value  of,  how  marked  by 
bullion,  id.  571.  How  to  fix  it  at  the  fian- 
dard  of  Queen  Elizabeth,  id.  587.  The 
confequences  of  this  reformation,  id.  588. 
Premiums  cn  exportation  of  commodities,  reflexions 
on,  1.  297. 

Prerogative,  regal,  often  arbitrarily  exercifed, 
from  a view  to  eftablifh  public  liberty  on  a 
more -extenfive  bottom,  1.  248. 

Price,  what  underftood  by,  II.  46. 

Prices,  how  regulated  on  neceffaries  and  on  fuper- 
fiuities,  I.  440.  The  rife  of,  on  ar. ides  of 
home  confumpiion  accounted  for,  II.  9, 
How  kept  down  on  articles  of  exportation, 
id,  ib. 

Ptinces,  how  thofe  who  incline  to  rob  their  fub- 
jeefs  may  avoid  robbing  themfelves  at  the 
fame  time,  il.  65. 

Producers  and  corfutners,  an  analyfls  of  the 
principles  which  influence  the  alterations  in 
the  political  balance  between,  L 264. 

Profit  and  iofs,  explained  and  diftinguifhed,  I. 

2c6. 

Profits,  how  they  confolidate  into  prime  coft, 
II.  8.  Confolidated,  the  ill  efieds  of,  and 
how  to  remedy,  I.  289. 

Property,  how  regulated  under  the  Spartan  go- 
vernment, I.  252.  Inconfumable,  what,  I. 
3*60.  Confumabie,  what,  id.  361.  Confe- 
quences of  the  alienation  of  both  kinds,  id.  ib. 
Incorporeal,  id.  369.  Landed  and  monied, 
the  different  ways  of  life  of  the  poftefibrs  of 
each  compared,  II.  478.  n.  Permanent,  the 
expediency  of  its  contributing  to  the  burdens 
of  the  ftate,  I.  387.  Solid,  how  u.nderftood, 
II.  149. 

Provifions,  thofe  produced  in  moft  countries, 
nearly  confumed  by  the  refpedfive  inhabitants, 

I.  iog.  The  confequences  of  an  augmenta- 
tion in  the  value  of,  1.  226. 

Public  money,  heinous  nature  of  all  attempts  to 
defeat  the  application  of,  I.  297. 

Public  fpirit,  an  improper  principle  of  afiion  in 
the  governed,  I.  i§4. 

Public  vcorks,  not  the  produce  of  the  wealth  @f 
a nation,  I.  464. 


^airille,  the  idea  of  circulation  of  wealth  in  % 
ftate,  illuftrated  by  the  game  of,  L 375. 

R. 

S.ank,  the  obligation  individuals  are  under  to 
uphold  that  which  they  have  once  attained, 
!•  3i3« 

Remuagff 


I N D E X. 


in  ihre  Fr^ich  dutieSj  explained,.  II. 

... 

Revenue  of  ILiglmd,  at  the  revolution,  its 
amount,  li.  364.  State  of,  at  the  acceffion 
of, Queen  Anne,  II.  3^^’ 

Riches,  an  inquiry  into  the  eiFeiBs  of,  before  the 
introduction  of  trade  and  induftry,  I.  437. 
PJch.uu,  cardinal,  his  fentiments  on  the  public 
credit  of  France,  11.  367.  His  fentiments 
of  the  extortions  committed  by  the  farmers  of 
the  French  taxes,  id.  369.  Why  not  ca- 
pable of  being  remedied  at  that  time,  id.  370. 
Kis  fcheme  for  payment  of  the  public  debts, 
id.  3”  2. 

Roads,  the  advantages  of  good  ones  to  a coun- 
try, pointed  out,  I.  57.  The  making  and 
improving  of,  {hewn  to  have  a tendency  to 
deflroy  fimplicity  of  manners,  I.  459. 
Romans,  ancient,  reflexions  on  the  agriculture 
of,  1.  88.  The  confequences  of  their  fub- 
duing  the  Grecian  flates,  id.  439. 

Rome,  antient,  remarks  on  the  difproportion 
between  the  prices  of  neceflaries  and  elegances 
in,  I.  403.  Aiccounied  for,  id.  439.  Con- 
fular  and  imperial,  its  ornaments  compared, 
id.  AK-j. 

S. 

Sooiland,  remarks  on  the  fiate  of  agricu’ture  in, 
I.  103.  Similar  inflances  in  other  parts  of 
Europe,  id.  105.  Accounted  for,  id.  106. 
Remark  on  the  variation  of  the  price  of  oat- 
meal in,  id.  403.  The  nature  of  banking 
there,  II.  135.  179.  184. 

S uriiy,  real,  what,  II.  144. 

^ elf -inter eji,  its  exteniive  influence  and  ufe,  in  a 
political  view,  I.  162. 

Senfnaiiiy,  the  term  diftingullhed  from  thofe  of 
luxury  and  excels,  I.  311. 

Silver,  in  coin,  the  fcarcity  of,  to  w’nat  owing, 

I.  547.  558.  583.  Why  exported  prefer- 
ably to  gold,  id.  567.  Why  any  remains  in 
England,  id.  569.  Rifing  in  value,  id.  ib. 
7'he  rifing  of,  the  debafement  of  the  flan- 
dard,  id.  6 1 6.  Queflion  relating  to  the  fcar- 
city of,  in  England,  11.  61. 

Simplicity  cf  matners,  ibevvn  to  be  relative,  I. 

456- 

Slavery,  the  origin  of,  traced,  I.  22.  Its  ef- 
fects on  the  multiplication  and  employnjenc 
of  mankin  i,  id.  36.  Whether- induflry  can 
be  introduced  in  a ftate  where  the  former  is 
eflablilhed,  /i.  168.  Its  operation  in  Ame- 
rica, id.  169.  Real,  preferable  to  a nomi- 
nal liberty,  id.  244. 

Sociey,  primitive,  an  idea  of,  illuftrated  in  the 
hiflory  of  Jacob  the  patriarch,  I.  23.  Re- 
flexions on  the  prefent  flats  of,  compared 


with  remote  ti.mes  of  primitive  iimp’icitv,  id. 
69.  The  beft  bond  of,  id.  84.  The  befl 
principle  on  which  it  is  to  be  governed,  id. 
163. 

Societies,  human,  in  what  refpecls  they  all  aoree, 

I.  6. 

Soil,  a rich  one,  its  difadvantagecus  effects  on 
the  inhabitants  of  it,  traced,  I.  34.  W^hy 
lefs  fruitful  countries  flouriili  moft,  id.  35. 
South-Sea- fcheme,  comparifon  of,  with  that  of 
the  Miffifippi,  II.  387.  «. 

Spain,  remarks  on  the  ftate  of  hufbandry  there, 
I.  89.  On  the  depopulation  of,  id.  loj. 
Spartans,  how  prevented  from  having  an  inter- 
courfe  with  foreign  nations,  I.  257.  Their 
modefty,  id.  258.  The  only  articles  of 
trade  among,  id.  ib.  Obfervations  on  their 
money, /(f,  259.  Condufions  drawn  from  a 
fuppofed  adoption  of  their  ftflem  by  any  mo- 
dern nation,  id.  ib.  See  Lycurgus. 

Spirit  of  a people,  whereon  formed,  I.  8. 
Standard  of  Englijh  coinage,  remarks  on,  I.  558. 
When  attached  to  the  gold  coin,  id.  560. 
How  fliewn  to  have  been  debifed,  id.  574. 
Not  the  fame  now  w'ith  that  of  Queen  Eli- 
zabeth, id.  578.  Anecdotes  of  its  altera- 
tions, id.  ib.  The  debafing  of,  fliewn 
chiefly  to  afredt  permanent  contratis,  id.  581. 
In  what  fenfe  debafed  by  law,  and  in  what 
fenfe,  by  the  operation  of  political  caufes,  id. 
614.  Of  Elizabeth,  its  advantage  over  that 
of  Mary  I.  id.  621.  Alteration  of,  how  it 
aiFecIs  different  interefts,  id.  632.  A more 
eafy  method  of  making  a change  in,  propofed, 
id.  633.  Whether  it  is  the  intereft  of  princes 
to  debafe,  II.  64.  The  proper  arguments 
.againft  it,  id.  67. 

Standing  armies,  the  nature  and  ufe  of,  ex- 
plained, I.  442.  The  ccnfequence  of  trade 
and  induftry,  id.  445.  The  hiftory  of,  id. 
44^" 

State,  how  to  preferve  a trading  one  from  de- 
cay, I.  224.  Every  change  in,  advantageous 
to  fome  ciafs  or  other,  id.  428. 

Statefman,  the  term  defined,  I.  149.  151.  Mo- 
dern, his  extraordinary  influence  and  advan- 
tages, beyond  thofe  of  former  ages,  id,  321. 
The  criterion  of  his  abilities,  id.  377.  His 
actions  not  to  be  eftimated  by  the  rules  of 
private  morality,  id.  482. 

Stews,  public,  how  far  expedient,  I.  386. 
Subordination,  how  produced  in  fociety,  I.  2r. 
political,  explained  and  diflinguiflied,  id. 
238.  The  boundaries  of,  deduced,  id.  242. 
Wherein  that  which  now  fubfifts  in  trading 
nations  differs  from  that  which  obtained  under 
the  old  feudal  fyftems,  id.  248. 

Super- 
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Superfluities^  domeflic  competition  in  the  ma- 
nufacture of  them,  to  be  difcourao-ed,  id. 
271.  “ 

T.  ~ 

Taille,  in  the  French  taxes,  explained,  II. 
496.  n, 

Tartffee,  in  the  French  taxes,  explained,  II. 
498.  n. 

Tami  general  reSexions  on,  I.  13.  From 
ivhat  principle  the  impofition  of  them  is  juf- 
tifiable  j and  the  proper  application  of  them, 
id.  269.  The  proper  ufe  of,  in  regulating 
the  feveral  articles  of  trade,  to  fuit  temporary 
circumftances,  id.  321.  Why  the  right  of 
impofing,  fcarcely  any  where  attached  to 
royalty,  id.  335.  The  plan  of,  under  pure 
monarchies,  and  under  limited  monarchies 
compared,  id.  353.  The  neceffity  of,  un- 
der a decay  of  foreign  trade,  id.  354.  Their 
internal  effedls  on  the  people,  id.  371.  Their 
operation  on  induftry,  385.  The  expe- 
diency of  diftinguifliing  raifers  and  confumers 
in,  id.  388.  To  be  regulated  by  the  pro- 
portion between  foreign  and  domeftic  circu- 
lation, id.  390.  Only  a liquidation  of  the 
antient  perfonal  fervices,  id.  412.  Hiftory 
of,  id.  443.  The  perpetuity  of,  argued,  id. 
445.  Ihe  confequences  of  a total  ceffation 
of,  11.  461.  The  w'ord  defined,  and  the  va- 
rious kinds  of,  fpecified,  id.  484.  The  va- 
rious objects  of,  or  funds  for  taxation,  id. 
486.  Proportional,  affedl  only  the  idle,  id. 
488.  In  what  manner  they  raife  the  price  of 
commodities,  id.  493.  l^Tere  they  ulti- 
mately fall,  id,  494.  Cumulative,  what, 
in  England  and  in  France,  id.  496.  The 
height  of,  in  England,  not  fo  prejudicial  to 
its  foreign  trade,  as  the  idlenefs  and  luxury  of 
manufadlurers,  id.  504.  Proportional,  their 
effects,  id.  507.  Good  method  of  railing, 
id.  514.  Cumulative,  the  nature  of,  ex- 
plained, id.  518.  Compared  with  propor- 
tional, id.  520.  How  a cumulative  tax  is 
convertible  into  a proportional  one,  id.  ib. 
Confequences  of,  when  the  amount  is  pro- 
perly applied,  id.  523.  Of  the  extent  of 
taxation,  id.  527.  The  hardfhip  of,  in  thofe 
inftances  where  no  alienation  takes  place,  id. 
530.  The  difficulty  of  eftablifhing,  upon 
barter,  id.  ib.  Draw  an  additional  fum  of 
money  into  circulation,  id.  531.  The  extent 
of  cumulative  taxes,  id.  538.  Method  of 
afcertainmg  the  value  of  landed  property,  id. 
539.  Impoffibility  of  efiablifhing,  upon  the 
income  fpringing  from  money,  id.  ib.  In- 
tereft  of  a whole  people  confidered  with  re- 
fpeft  to,  rV.  542.  Confequences  of  abo'ifh- 
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ing  taxes  relative  to  the  cumulative  intereil:  of 
a whole  ftate,  id.  543.  Confequences  cf 
fuch  abolition,  to  thofe  who  are  fed  by  the 
produce  of  taxes,  id.  546.  Judicioufly  itn- 
pofed,  and  equitably  kvied,  enrich  a nation, 
554.  Whether  they  promote  induftry,  id. 
556.  Upon  land,  confiderations  on,  id. 
561,  On  land,  ho-w  levied  m England,  id. 
565.  What  the  moft  proper  method  of  im- 
pofing, on  land,  id.  577.  XVhat  the  btft 
method  of  levying,  generally,  id.  579.  On 
land,  whether  poffible  to  be  converted  into 
one  of  the  proportional  kind,  id  592. 

Taxation.,  why  fo  little  found  under  feudal  go- 
vernments, I.  50. 

Temple,  Sir  William,  his  fymbolical  reprefen- 
tation  of  a flourifhing  ftate,  1.  71. 

Theft,  why  encouraged  by  Lycurgus  among  the 
Spartans,  I.  257. 

Theory,  reflexions  on  the  benefit  of,  in  the  arts, 
I.  67.  Its  ufe,  in  political  refearches,  id. 
542.  Not  exadly  confirmed  by  experience, 
and  why,  11.  8.  And  pradice,  remarks  on 
the  difference  between,  in  political  fubjecls, 
I.  298. 

Tithes,  under  what  fpecies  of  taxation  to  be 
ranked,  II.  497.  The  mcft  oppreffive  kind 
of  tax  upon  landed  property.  Id.  568. 

Trade,  its  beneficial  tendency  traced,  1.  n8. 
A definition  of,  id.  1.66..  Whether  the 
caufe  or  the  effeS  of  induftry,  id.  170.  The 
progrefs  of,  traced,  id.  175,  A republican 
form  of  government,  and  thofe  which  ap- 
proach neareft  to  it,  moft  favourable  to,  id. 
242.  Its  influence  in  creating  national  con- 
nexions, id.  266.  Its  natural  divifion,  id. 
301.  Infant,  by  what  means  to  be  encou- 
raged, id.  302.  Foreign,  the  ruling  prin- 
ciples of,  id,  304.  Inland,  as  fuppofed  to 
take  place  on  the  extinction  of  foreign  trade, 
id.  305.  Inquiry  into  the  expediency  of 
• laying  it  open,  id.  424.  Natural  confe- 
quences of  it,  id.  425.  The  intereft  of, 
examined,  id.  628. 

Trade,  inland,  how  it  may  be  made  a refource 
on  the  decay  of  foreign,  I.  3 9. 

Trade,  foreign,  paffive  and  active  difiinguifhed, 

I.  184.  The  progrefs  of,  traced,  id.  ^18^. 
Illuftrated,  id.  191.  An  examination  of  the 
principles  on  w’hich  it  may  be  eftablifhed  and 
preferved  as  long  as  poffible,  id.  267.  On 
what  it  is  founded,  id.  2‘3.  Inquiry  into 
the  caufes  of  the  decay  of,  id.  278.  The 
proper  remedies  prcpofed,  id.  279,  319.  Its 
extenfive  ufes,  id.  326.  The  proper  remedies 
in  cafes  of  fuccefsful  rivallhip  in  particular 
articles  of  it,  id.  328.  How  to  put  a flop  to 
it  in  manufactures,  when  the  balance  of  it 
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turns  againft  a nation,  id,  33^*  Cautions 
againft  hafty  meafures  in  fuch  inftances,  id. 
338.  The  natural  confequences  which  will 
refult  upon  the  ceflation  of  it,  id.  350. 

T rading  nation.^  the  true  policy  of,  I.  262. 
Traiites,  in  the  French  taxes,  explained,  II. 
501.  n. 

Troops,  foreign,  how  they  become  necelTary  to 
a ftate,  I.  449.  Plan  to  fuperfede  the  ne- 
ceffity  of,  id.  450. 

V. 

Value,  the  exa(3  fcale  of,  what,  11.  53. 
Fauban,  Marechal,  obfervations  on  his  fcheme 
of  raifing  the  land-tax  in  France,  11.  562, 
567. 

Vice,  the  proper  method  of  checking,  among  a 
people,  I.  386. 

Vineyards,  reflexions  on  the  political  tendency  of, 

I.  88. 

Vifa,  the  nature  of  that  commiifion  explained, 

II.  376. 

TJJienfil,  in  the  French  taxes,  what,  II.  469.  n. 

W. 

Wants,  reciprocal,  the  political  ufe  of,  among 
a people,  I.  28. 

War,  all  hiftory  full  of,  I.  448.  The  different 
methods  of  raifing  the  fupplies  for,  by  th« 
diSerent  powers  of  Europe,  II.  371.  n. 


Wealth  of  a nation,  the  111  confequences  of  its'; 
remaining  in  few  hands,  I.  26.  Of  antienfr 
nations,  how  differently  acquired,  id.  324. 
Natural  confequences  of  its  being  withdrawn 
from  foreign  trade,  to  domeftic  circulation, 
id.  351.  Whether  to  be  eftimated  by  the 
quantity  of  coin  in  it,  II.  42.  The  laft  fa- 
crifice  a flatefman  ought  to  make  in  cafes  of 
e.mergency,  I.  339.  Obfervations  on  that 
of  a trading  nation,  rW.  355.  Two  kinds  of 
circulation  of,  in  a flate,  id.  373. 

Weights  in  different  places,  the  uncertainty  of, 
fliewn,  II.  323,  n. 

Wood,  whether  an  increafe  in  the  confumption 
of,  for  firing,  a public  difad  vantage,  I.  145. 

Wool,  inquiry  into  the  principles  which  operate 
in  regulating  the  trade  in,  1.  274.. 

Woollen  manufaSiure,  by  what  means  it  has  been 
augmented  in  England,  I,  86. 

Words,  fynonimcus,  obfervation  refpesSiing,  I. 

Work,  an  examination  into  the  alterations  of 
the  balance  between,  and  demand,  I.  217. 
The  proper  means  of  lowering  the  price  of, 
when  increafed  by  the  aug.mentation  of  the 
value  of  fubfiftenee,  id.  227.. 

X. 

Xenophon,  his  plan  for  the  proper  employmsafe 
of  the  Athenian  people,  I.  460. 
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TEe  reader  Is  defired  to  corred  the  folio  ^ving  errors,  efpecialiy  fuch  as  are  diftlnguilhe! 
by  an  aiferlflc  *,  which  pervert  the  fenfe  entirely. 


ERR 


Page.  Line. 

2.  8.  of,  r.  as 

7.  2,  7.  manufadure?,  r.  manufadUrera 

9.  32.  their  grains,  r.  their  gains 

71.  26.  55.162,  r.  51.162 

73.  13.  801.61,  r.  801.68 

82.  4.  * r.  ^ 

85.  15.  * 24.572,  r._  25.572 
87.  I.  * price,  r.  piece 
93,  15.  * 1201.26,  r.  120126 

1 18.  16.  this,  r.  the 

1 19.  18,  * feems,  r.  comes 

J32»  32.  * confiderab’.e,  r.  inconfiderable 

143.  27.  cafe,  r.  eafe 

149.  9.  property,  r.  profperity 

152.  24.  that,  r.  their 

1.56.  4.  advance-profits,  r.  advance;  pronts 

1-57,  laft.  dde,  back. 

158.  sy.  »he 

1.60.  ,at  the  end,  add,  * feverely  felt. 


A T A, 

Page.  Line, 

168.  penult.  * of,  r.  to^ 

182.  26.  * brought,  r.  bought 

197.  15.  * no,  r.  the  fame 

249.  3-  laft,  r.  Eaft 

254.  13.  * 50CO,  r.  500 

261.  15.  he,  r.  the 

326.  Q.  * exportation,  r.  importation 

333*  ^3*  * 

344.  16.  exchange-property,  r.  exchange 

369.  21.  * mixed,  r.raifed 

394.  12.  * determinate,  r.  indeterminate 
406.  14.  after  King’s  library,  add,  and  ar- 

chives of  France. 

41 1.  24.  * 1762,  r.  1744. 

429.  laft.  4 444  444,  r.  14444444 

N.  B,  In  page  182.  line  10.  fir  quarterly, 
read  half-yearly,  a-ad  then  the  note  at  the 
lattom  of  the  page  may  be  fritek  out. 


6(>  AN  INQUIRY  INTO  THE  PRINCIPLES  BooKlILP.a. 

the  ftandard.  That  is  to  fav,  he  has  during  the  war  been  ruining. 

all  the  clafs  of  creditors  in  permanent  contracts  (the  S n nobi- 

hty)  and  when  the  peace  is  re-eftabli£hed  their  own  Prince  may 
indemnify  them,  if  he  pleafes,  by  reftoring  the  former  value  of 

the  unit.  All  hidden  revolutions  are  hurtful  j but  neceiPity  has  no 
law  *, 

This,  in  a few  words,  is,  I think,  the  anfwer  to  the  queftion  pro- 
pofed.  Princes  have  for  feveral  centuries,  in  almoft  every  nation 
in  Euiope,  been  gradually  debafing  the  ftandard  of  their  money- 
unit  ; and  the  debts  they  have  contracted  during  the  debafement 
have  conftantly  been  an  argument  againft  the  reftoring  it.  But  had 
they  firft  regulated  all  their  debts  upon  the  footing  of  the  laft  de- 
bafement, ftipulatingwith  their  creditors  that  they  were  to  be  paid 
upon  the  footing  of  the  then  currency,  that  is  to  fay,  according  to 
the  French  ftile,  of  theftipulation ; they  then  might 

without  any  advantage  to  their  creditors,  and  with  great  profit  to’ 
themfeives,  have  reftored  the  ftandard,  and  fo  prepared  the  means 
^ operation  as  before,  upon  a new  emergency. 
SShts  , Praftice  of  debafing  the  flan- 

“ 7™"^  arguments  to  diffuade  Princes 
argiiments  ‘ g fuch  a meafure.  They  have  firft  reprefented  it  as 

-'-eft-  This  we  have  fcen  is  not  always 
ue.  They  have  alfo  endeavoured  to  prove  that  it  is  vaftly  preiu 
d.  lal  to  commerce.  This  is  the  great  point  laboured  bv  Dutot  in 

AP  llwir  but  to  very  little  purp’ofe 

Ah  the  faas  and  arguments  he  has  produced  to  prove  fbv^the 

courfe  of  exchange)  that  the  variations  made  in  France  in  the  ftan 

dard  value  of  their  crown  of  three  livres  did  hurt  mthe  t adt  !f 

hat  nation,  prove  nothing  at  all,  as  it  would  be  eafy  ,o  Ihew  wem 

.hts  a proper  place.  The  hurt  done  to  manufactures  is  gr’el" 

but,  in  a trading  nation,  thofe  eftablilhments  being  under  th!  ’ 

fluence  and  direction  of  merchants,  who  are  perfectly  infiruaed'"' 

to  every  confequence  of  fuch  alterations,  tile  manufadureTafter 

7 Wnr  in  the  year  1760. 
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a very  Ihort  time,  raife  their  prices  to  the  full  proportion  of  the 

increafe  in  the  denomination  of  the  coin. 

The  real  inconveniencies  which  proceed  from  this  exercife 

power,  may  he  reduced  to  three.  , 

„no.  It  diaurbs  the  ideas  of  a whole  nation  with  regard  to  value. 
and  gives  an  advantage  in  all  bargains,  to  thofe  of  the  fociety  w lo 

can  calculate,  over  thofe  who  cannot.  -r  ^ 

2do,  It  robs  the  whole  clafs  of  debtors  when  the  ftandard  is  raued ; , ^ 

and  it  robs  the  v/holc  clafs  of  creditors  when  it  is  deba  e. . ^ of  debtors  or 

3(,-»  It  mins  credit;  becaufe  no  man  will  borrow  or  lend,  in  a » c™,.ori. 
country  where  he  cannot  be  fore  of  receiving  back  the  value  of  his  edit, 
loan ; or  of  being  in  a capacity  of  clearing  himfelf  by  paying  baci. 

the  value  he  had  borrowed.  , Thisiaftck- 

This  laft  circumftance  has  overturned  the  whoxC  fcheme  i 

1 1 dplysfrp-  their  ftandard  as  formerly, wiH probably 

France.  Princes  would  go  on  debating  men  iidt  ^ . -r  put  an  end 

could  they  do  it  and  prefen^e  their  credit.  But  who  wiL  lend  a ,,  .p.,  p„p. 

lingto  a Prince  if  he  fufpec'fs  he  will  pay  him  back,  perhaps,  withiix- 

„,nce ' The  Prince  above  mentioned  does  not  borrow ; and  as  he  is 

the  only  one  in  this  fituation,  he  may  debafe  his  ftandmd.  bm 

iiiC  / /'  Queft.  9. 

Others  cannot  venture  upon  men  a itep.  ^5,^ 

OtissT.  IX.  What  is  the  heft  form  to  be  given  to  coin ! » 

Answ.  The  intention  of  coinage,  for  circubuc,  being  to  afcenain  , , 

•the  quantity  of  the  fine  metals  in  every  piece,  and  not  to  repre.ent  t.ie  ^ 

Se  oVL  fovereign,  we  fee  a manifeft 

between  the  impreffions  firuck  upon  medals,  and  thofe  of  tne  cur^ 
rent  coin;  in  the  firft,  the  head  is  raifed,  in  the  tall,  it  is  pu.po  e.) 

“«,the  impreffion  put  upon  ^-f  tl.  1^ 
a crofs ; which  being  indented  upon  the 

raifed,  oceafioned  thef^p^eces  fteq«n^^  denomination  of  far- 
parts.  -This  IS  faid  to  have  given  cH/yr,  i^nnii  the 

^ . r t yo  'Thr-  mdentins  the  imprellion  upon  me 

things,  or  fourth  parts.  The  inden_  g ^ ig 

coin,  is  no  doubt  a prefervativc  againft  us  we„.  o 
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The  fecond,  for  the  principles  of  banking ; under  whica  I fliall 
have  an  opportunity  to  unfold  the  whole  dodrine  of  domeftic  cir^ 

culation.  . , . ,,  , 

The  third,  for  thofe  of  exchange  which  is  equally  well  calcu- 
lated for  carrying  on  foreign  circulation ; and  as  to  what  regards 
debts,  and  the  borrowing  of  money,  with  all  the  confequences 
which  they  draw  along  with  them,  thefe  important  objects  will 
furnifli  ample  matter  for 

The  fourth  and  laft  part,  which  Ihall  treat  of  the  principles  of 
public  credit. 

Theie  premif^d,  I proceed  to  the  definition  of  credit, 
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What  Credit  is^  and  on  what  fomtded, 

RED  IT  is  xho.  reafomhle  expect  ation  entertained  by  him  -wnofuj 
C(  hu  fide  ofi  any  cantraB,  that  the  other  contraBing  party  -will 

" Xol^Xlt^dTfTeTay  fay  «th  the  totryers,  that  as  all  con- 
traas  may  be  reduced  under  one  of  the  following  heads  Do  at  ae,. 
Tat  fiaelt  fae.o  at  der,  fiaeio  nt  fiaetas  ; fo  he  who  y g-s  or 

nerforms  his  part,  is  the  creditor,  or  the  perfon  who  gnes  credit, 
Ld  he  who  only  promifes  to  give  or  perform,  is  the  debtor,  or  the 

^"redh^herrfOTris  no  “O”  ^ confidence  he- 

rwe  n met  in  what  relates  to  the  fulfilling  then  engagements 
?irconfid  nee  muft  be  fupported  by  laws,  and  eftablilhed  by 
This  coi  execution  of  formal  contracts  m_ay  be  en- 

manners.  By  laws  tne  execution  ^o^gdence  which 

forced : manners,  alone,  can  introauce  that  entii  e cod 

is  reouifim  to  form  the  fpirit  of  a trading  nation. 

credit,  in  tottv t etluSt^v^ 

:::tf:;fdtt;:  "ttd » ^nd  .0^  - 

■Pnr  thk  reafon  Ave  fee,  that  in  certaxir  nations,  tUc, 
tution.  For  tins  nf  inftice  from  extend- 

ing  their  rigid  jun  f.dK  of  men  verfed  in  commerce, 

leave  to  the  prudence  and  2°°^  “ * “ ““m  fuch  tranfaaions  •, 
to  extricate  the  combinations  win  h lefult  fiom  m ^ 

becanfe  they  are  be  n P permanent  inftitutions  of 

fiuauation  of  manners,  than  to  tne  f 

pofitive  law.  ^ ^ ^ ftatefman  is  unlimited ; or  in 

The  more  the  junidictron  or  tiiu.  i ^ bv 

other  words,  the  lefs  the  power  of  any  fovercign  is  rclha.ned,^^^ 
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